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. The Michigan State University Program of Studies rn Non-formal 
Education, made possible by the Agency fpY Internationa* Development^ 
. has two primary objectives: t<S build a systematic know 1 edge' bas« 
ahout Eion-formal, edi/catibn, anoVto appl y^^lgiowl edge thrpugh consul tat ioh, 
technical^assi.stanCTTworkshops-y and the' distribution of useful ma- 
terials \n developing areas of /the world* 

This, series of Team Reports- is directed at the first objective. 

. 

knowledge bgilding. The series consists of the final stateoiepts of ' 
nine teams of faculty members and research 'f el lows , each workin'^ on a 
separate .aspect of non-formal education for *a su4)stained period of 

« 

time. The reports range widely over non-formal education-. They deal 
with its history, Mts categories and strategies, economics, and 
learning. Other reports made comparisons among' country progra/ns, \ • 
survey case studies, examine the feasibility of deSignijig non-formal 
education <Tx>dels, look at administrative alternatives" and .draw- plans 
for participant training in non-formal education/ * % 

The teams were cross-djscipl i nary in Composition, representing 
such areas as economics,, labor and industrial rela'tions, ^itical 
science, public administration^ agricultural econom^ics, sociology and 
education. Tdgether, members of the team^ produced nearly one hundred- 
working papers^ many of which were shared and debated in three series 
of semi-weekly seminars^for all project participants. The wrking 
papers, c^ies of which are available upon request, provide the basic 
ideas for tr^ reports in this series. 

In the interest of the freest possible exploration each team 
was enccfuraged to range widely over its domain and to develop its own 
set of conclusions and .recommendat ions. Coordination was achieved 
through the common seminars and the exchange of data and .experience. 
A summary volume, pulling together and synthesizing the majn thrusts 
of all the team reports in this series, is being prepared under the 
editorshrp of Marvin Grandstaff: Like the working papers, the summary 
volume will be available for distribution), 

I ' \ 
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v.. 'In l^ne wi^h our first objective (knowledge bu i Id rng) ' the papers 
In tlTl>^^^ies are conceptual in nature* In the pursuit of knowledge; 
4\oweveV^ we haVe tried to keep one questi;6n steadily before us: what 
^ assistance does'*this knowledge provide to those whose primary concern 
'5 ^.^h action— the pl^nn>ng and imp^enting of non-fqrma'l education 
'at the -level •of^iractic^? That qy'estiSi?' isn't, easily answered. At 
tbest our knowledge is partial and it needs "^^the experience demension 
to m3ke irmore complete. For thought and action are not antithetical; 
J^hey are necessary complements. One of our hopes is that this series 
of tean reports may help to stimulate further dialogue between tho^e 
who approach the subject of non-formal education from' a cc^npeptual * 
point of view and those whose questions arttF^roblems arise in the 
exigencies of practice. 

What is tl\e role of non-formal education in future development 
planning? As th^'fee reports suggest, it is probably great, and will be * 
even greater through future time. The.l iiSit^t Ions of formal schooling* 
are coming to be, better understood. As the Faure report- concludes , 

the schools 'Svill be less and less in a position to claim the education 
' * * * \ 

functions in society as its special perogative. All sectors-pifbl Ic 

admlnistrat IcxfT, industry, comq/uni cat ions, transportation must taf<'e ^^r^A 
in promotrng education. L'ocal and national communities are in them-»^''/ 
selves<^in^nj1y education institutions". * 

the ndVi-formal education component of most societies is strong, 
indeed frequently vigorous, and fully capable of further development 
and use. .ht is*eatimated that roughly haU of the present educational 
effort if} the developing countries is in the non-formal sector. -Col- 
lectively, these programs exhibit characteristics indispensi'ble to 
development. For example, they tend to arise in response to immediate 
needs; t^ey are usually related to action and use;'they tend to be*" 
short term rather than long; they have a variety of sponsors, both 
public and' private; and they tend to be responsive 'to local community 
requirements. More importantly non-formal education shows strong 
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potential for getting at the hum^n condition of those must likely' 
to be excluded from the format schools, the poor/ihe isolated, the 
rural, the ill iterate, the unemployed '^and the undJr-employed ,\ for 
being, carried on in the context of /limited resources, and for/being 
efficient 'in terms of time and co^. / J 

Clearly, attention ^iven to cesignirtg new strategies for the._ 
devejopment of thbt^old and promi ^ i ng ' resource is worthwhile. Through 
this series we seek join hands witVi others who a;-e attending to the 
development of non- formal education"/ , , ' 
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ECONOMIC PERSPECTIVES ON 
NON- FORMAL EDUCATION 



CHAPTER l"^ • 
ECONOMIC ANALYSIS AND- NON-FORMiC^L EDUCATION'V 

^ ■ Introduction 

The economic problems associated with education in general 
and npn-formal education in particular ar^deceptive in that th.eV 

. appear to be simple. In essence, th^^^are not different from other 
problems of investment, ^nd ecqnomic theory has. been clear on the 
major elements of investment criteria for a.century/or $o. But there 
IS a notabl-e pauc4typf sol id / def in i t ive/empi rij:al work regard ing 

' investment in education. If the theory is indeed sound , the* scare ity 
must stem from either a lack of interest or in methodological problems 
with the applicat/yn of the theory. fn recent years interest has been 
high, and problems of method fiave been the deterent^. This essay 
will concentrate largely on these methodological problems' as they 
relate to non-formal education. 

Elementary theory indicates that one should coatfnue to 
invest in an investment opportunity so long as increments to it con- 
tinue to yield higher returns than they ^ifld in other possibilities. 
Supvpose this prescription is followed for each alternative until r 

•the investment resources^ are exhausted. Then resources will be dis- Tj 
tributed among the, various }>ossibi Ij^ies so that the return produced J 

•by the last unit invested in each will be'-equal for all alternative l- 
Investment opportunities^ If this were not the case, it would be 
possible to withdraw som.e units o*f low yield and to add them to 

•cfpprbrtunlties where the yield ii hjgh, thus increasing the , total return 
Edi/cation in general and specif i,c educational projects fit we.l U irvto- 
this theoretical construct, and the analysis befow wi 1 1 explore the 

-application of ihis general 'Vule'* for allocating investment resources^ 

— ^ — ■ i 

-By John \{. Hunter.. 

■ io \ •, ■ 



Ther^ are three general levels at whi*^ the problem of alloca- ' 
tion of resources may be considered and for which the economizing 
^questions may be asked. The most general question is asked at the 
highest level.: How much should be allocated to educa'tionr of the' 
nation's resources in comparison with agriculture? defense? transpor- 
tation? culture? Public and pVivate resources for. education are ^ 
involved which raises difficult problems for central planners when ^ 
large segments of educational expend i*tudes are either made privately 
or at the option of local governments. Decisions, nonetheless, have 
to be made--consciously or not, wisely or not , ' rat ional )y or not. 

Once resources have been allocated to the education planning 
authorities, second Jevel decisions qiust be made: How much shoulld go 
to higher education? How-mQch to other levels?' How much to tradi- 
tional forms^and how much to non-traditional forms? How much to future 
development such as teacher trajning, and how much to pres6nt*^'con- 
s.umption*' of educational resources? These questions are ess,ent ial ly ^ 
intra-rrvintsrer ial , b.ut the '/educational establishment'* must also^ 
deal wi)^h e^iucational activities of ministries other than that of ^ 
ediicat ion : and\ these will surely encompass many of the public non- 
fopc^al educational activities. .Further, it wiH need to a9codfit for 
activities of the private sector and determine 'how that sector may be 
encouraged to fill its anticipated or projected role. This is educa- 
tional planning whether it be well or poorly done, whether.it be 
conscious and formal or haphazard by default. The decisions cartnot . 
be avoided--they can bnly be better-taken or worse. ' 

The "rule" ^t both these levels is designed to maximize the 
return from the "amount of resources available. Maximization can 
•similarly take place at the very lowest level of conceptualization . 
at which the resources are considered given, and the problem is to 
nfvaximize the '"product" or "output" utilizing that given input. This 
might be at the school or program level; with the resource$/g i ven 
arid a minimum quality' standard for the product described, th^ problem 

to produce the most (or best) product possible \V\th the given 
resources. This may be considered an "administrative" problem rather * 

- . . < , ■ 
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' than an "economic" one. Naming' the problem is not pearly so important 
as being. aware of it and finding a solution since failure to do so 
wastes resources, something which no one--but especial ]y the poor—' 
can afford to do. 

The matter of efficiency at th*is level has great significance 
to the investment "rule" since the rule assumes implicitly that 

•alternative uses'Of resources utilize them efficiently or,, at least,, 
that there is no difference from use to use in the degree of wasteful- 
ness. If there i s 'var iat ion , then the rule must be stated. in terms 
of actual returns rather than potential returns. Thus; the, levels 
described >abdve are not independent of each other. Estimates of 
returns to various alternati-ve investment possibilities already take 
into account the level of ef f ic iency found at the project level. 
This is done by assumiag- that^al 1 resources are efficiently utilized. 

These general comments apply to non-formal eduation as a 
part of education in its competitive quest for funds and as a 

'claimant for a share of. funds somehow allocated to feduc^tion. At the 
third level and with respect to efficiency, there is, of course, rip 

more rj^ason^ to justify the waste of funds for non-formal education 
than there is for any other activity. , , 

' Cost-,Benef its and Rates of Return 

• • • 

There are two similar techniques of computing returns to 
education ahd/or educational projects. These are the familiar 
bertfefit-cost ratioa.and internal rates of re'turn. In the former, if 
benefits are the numerator of the fraction, then the larger the 
benefit-cpst ^atio, the more desirable the project. And one jvould 
continue to invest in that project^ so long as^the ratio continued to 
exceed that in other alternatives.^ The rates of return approach 
expresses resujts not in an*explicit ratio but as a rat6 of return 
tQ>|the investment (cost).. It is that rate at whicb the income 
stream from the investment would.be discounted so that costs and the 
present value of the income stream would be equal. The higher the 
rate so computed, the better the project and the greater the 



probability that it should be contirmed as a recipient of investment 
when compared, to aUernatives. The results of the two procedures 
are -assent ially. the same in character so that it iV not necessary to 
examine botbr techn iques separately in great detail. E-ven though 
they are similar., in character, .different order ing- of projects may be 
produced by ase of these ,two techni^jues. Indeed, even if one utilizes 
only one of them, choices of Vechni<5ue in treating the variables may 
alter the rank order ^ projects. 

. . Curso'ry examinaUbn reveals that two elements are, itivolved 

in both approach^* • Ah /examination of "costs*' will be 'undertaken 
first to be^followed by a consideration of 'Returns." * * 



^ tc^ian^l< 



Costs. 

Costs are by far the isasier of the two tcf handle. Costs are 
of three var,ip^*ies: exptjdit and implicit costs^ ^nd joint costs. 
Expljci t' costs , are 'those which involve actuaPexpendJture for, the 
particular projet^ with which one is dealing. This might be teachers* 
salaries, books, and others which can easil'y an6 exclusively be 
identified with the project in question'. Joint costs are those which 
are inextricably associated with two or^ more activities. Adminis- 
trativ£ ^pensfis., deprec iat^ion charges on fixed assets ^uch as * 
Duild'ings, thte'costs of equipment used .for production durfrig the day. 
'and instruction at night are examples of joint costs. The existence 
of. joint costs depends'uppn facilities or servrces shared. There 
will be fewer joint- cost •problem! at the agency or school level since 
•Ihese are the services and facilities which are-usually shared. 
But at 4oWer levels of programs and courses, the -jo^t -cost problem 
becomes iTK)re important since^he^e are the elements which share. 
Interests in costs in non-formal education w^H 1 perhaps frequently be 
at'the program -Jevel ; copsequently , the joint-cpst problem wHl be of 
some im|X>rtance. ^ i 

Dj^reclation of fix-ed assets and similar costs are^oint 
costs with the sharing. of costs not. between projects but between ^ 
time periods. Thes^ are not paid out to a;>yone In each, account i ng 
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period, but they are real -nonetheless and must be accounted fbr. 
Joint costs ^nd Implicit costs are difficult problems to deal with, 

* . and solutions are perforce arbitrary/ The temptation is strong"' ^ 
simply to leave them out, but this clearly understates the costs. 

The most common^impl ic i t cost of education is that of "income' 
forgone. Many of the consumers of education have other alternatives 
open to then while they undertake educational activities. They 
night have earned income in a job, they might have given up a 
better job in some other location in order to obtain schooling, knd 
so forth. This element can be ignored for the very young since the 
alternatives open to them are generally not remunerat ive, but fqr 
youngsters in the Third World who enter the labor force at eigh't, 
^«n, or twelve years of age, income forgone both for them as indi- 
viduals and. for thejr families may become much more important at these 
. ages than we are apx to consider it. Treating income forgone in 

non-formal education is especially important and especially dTfficult. 
It is important because the participants of non-formal education are 
^0 ™ture individuals who do earn" income; consequently, the 
-concept of forgone income is likely to apply to a high percentage of 
. ^he participants. It is especially difficuVt to handle because of 
both the heterogeneity of programs and of^ part icipants . furthermore 
there the possibility of income forgone (production) by the' 
^e^ployers if the non-formal experience is on-the-job. 

We need also to distinguish between "social"' costs and "pri- 
vate" costs alo^ough the 3>stinctron between social and private 
returns is much more important "a/d will be examined below, Prjvste 

• costs are tho^ payments necessary to attract resources -to do par- 
ticular tasks; social costs are what society gives up in having 
resources involved in doing particular tasks. In a neat ^rld, 
where resources would be paid the value society puts upon them, there 
would be no difference between the two. In a few cases in education, 
the difference betweerf social and private costs exists and may even 
be* important. Suppose private schools are parochial and manned by 

' priests and nuns. These teachers are remunerated by their orders^o 

14 , 
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as to provide them with subsistence levels of consumpt^jon and little 
else. This maintenance is -the private cost of these resources, but 
the cost to society i^ at least what comparably tra i ned •numan resources 
could Vomm^nd in a free market. Utilizing on.-ly private cpsts in 
these oto^jmstances would grossly underestimate the cost OT the 
education. For th£ most part, though, this is no real proalem-- 
especialj^y compare to the problems of treating the disparities between 
social and pr i vat^ returns. ' . ^ ^^X''"""^ ^ 
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/ The denomTnator of the benefit-cost ratio is much more^iff? 
cult to manage ^n>ostly ^because of operational difficulties in 
fieasurenent . A-t the outset, there is a difference between private a*nd, 
social returns, and we will concentrate first on the former. 

The prime difficulty in measuring private returns J^s that bf 
isolating the benefits flowing from a specific educational experierrce- 
Essentially, we want to know how much more will an individual (group^) 
earn in the course of his lifetime as the result of ,an educational 
experience th^he would have earned without having had the educa- 
tional experience. This is easy to state, , but the methodology is 
another story. "E^rn^ngs pf:of i les*' ar^ resorted to for this purpose, 
FroTi records^ of present earnings of individuals whose ages cover a 
broad ^pan, future earnings are projected for two groups, theoretically 
alike in every respect except that one was subject to some definite 
educational experience while the other wa'S not. 

An example demonstrates the technique clearly. This particular 
one is drawn from a study donelin Brazil seeking to evaluate various 
kinds of higher education. Earnings of secondary school graduates 
(the control group) were projected fcom cross-sectional earnings 
data, and the earnings of dentists were similarly pr*ojected. 
These two profiles are juxtaposed in the accompanying diagram. 
In each case, earnings, are estimated for an average ^ndividu^l in 
each group fron^ the time he enters the .labor market until he retires 
or otherwise withdraws. The earnings of the secondary school graduate 

\ 15 ^ 
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through hi^ lifetime ■are represented fc*/ the ar/ea "adef" and those of 
the dentist by *'bghf." The difference between the two (**cghe*») is 
attributed to the dentist's additional education. Since the dehtal 
Student begt^s earning *later and sioce the structure of the earnings 
through time is different (i.e., the peak for the secondary graduate^ 
conies at an earlier age), the two income streams must be discounted 
(presumably by the current rate of interest) to be comparable. The 
d i fferente between the present (discounted) values could then be 
compared to the cost of dental education and a cost-benefit ratio 
computed. If orfly the costs of thB education to the student are 
considered, -tHe result is a prjj^ate^cost-benef i t ratio. If the subsi- 
dization of education (i.e., cast* to the state)^ is included^ then a 
..social cost-benefit ratio is at le^st ap*proached. *%r, alternatively, 
the quest ior? could be posed, '*At what rate does the income attributabl 
to dental training have to be ^d iscounted to rJtlke it equal to the cost, 
of thgx training?" The mathematics is a b^t compl icated. but the 
^^ncept is easy enough; and the result would be art "internal rate of , 



feturn" tor post-'secotidary , dental education. O 

/ There are a number of ser ious cr i t icj sMs\ not so much of the . 
approach bu*t of the technivjues one has to^employ in order to obtain 
that ultimate desideratum^ a datum. These will be examir^ed with 
special attention to their signific^nce in Third World si'tuations. 

1. Most important, this is all reconstruction from the past. 
The passage of time m^y make considerable d i f f erence. • * For exan\ple, in 
the case above, est'ift»ates for the future are based on current earnings 
of dentists who fi»nished their training (say) forty ^years ago. The . 
profile shov/s earnings peaking at age 60, an;! thi^s i^nformation is ' ' 
gleaned from .the present earnings .of dentists who graduated when they 
were about 25' years of age. The extrapolation of informatTon derived 
froa*. what dentists at various apes^n<5w earn jto estimate tt}e earnings^ 
of the average future dentist through his 1 i f et ime >»s— ei> least herorc* 
But even worse, of interest to .the Third'WoMd ate'new occupations and 
n&w training experiences in radically different labor markets for 
which past or even present experience is of no help whatsoever. In 
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the absence of historical information-even if one were to admit its. 
relevance--new techniques need to be sought and found to substitute 
for the preoccupation with the manipulation of numbers, any ' numbers , ' 
to seven decimal places-however doubtful may be the results. * 

, There is implicit in the method the assumption th^t the group 
of interest and the graup.of comparison, the control group, are in ' 
all respects homogeneous except for the one different appl iqat ion- of 
education. This may or may not be t+ie case; but if it- is not, the 
analysis falls of its own internal weight. If the two groups vary in 
more than the' one- e 1 einent , ^hen ^s^ignment of ,d i f f erences in earnings 
to just the difference in eduoat ional experience U nof leg i t imate. 
Suppose that those- ambitious' enough fo get through' denta 1 school are 
those who hanker effectively for money." Then the analysis may xlemon- 
strate only thai those willing* work bard enough for money will 
get more than\hose who are not-w^'ich is a soRt of primitive conclu- 
sion. This difficulty wkh t-he "qOntrol' group" is profcably serious 
in any c^s:e, but it becomes a part icul ar J y great problem related to 
non-formal'edudation.. Won-formal education may b/exper iences by tTie 
indivfdual^ in s^nall, discrete, ^|nd multiple doles. In thVcase.of 
the four-y'ear dental program, this Jas a massive i^Vement -compared 
to^fty casual post-s^econdary educational experiences of secondary 
■graduates,, and it could have been reasooable'to associate differences 
in income with the one difference in education. With shorter, more 
numerous, mu^tipH programs , the probl em of identifying associations is 
much morl difficuft. Suppose ,three gro'ups of md iOjdual s who have- 
•all finished primary school, ar^ identified with nonrformal. experiences 
indicated by lower-case letters as. follows: 

^ t^roup 1 •'■ Group 2 Group 3 



a ^ a 



a 



b b . b 



c 



/ 

t 



d ' d 

e 



'ft ' ' e 

d 



/ 
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If -earnings are found to be different between groups, can the dif- 
ference between Group 1 and Group 2 be attributed only to the applica- 
tion of experience ''ef,*? Will the difference between Groups 2 and 3 be 
att^*ibuted solidly to the order in which the experiences are applied?. 
Will the differences between Groups 1 and 3 be attributed to the 
difference in ofder? the addition of experience **e**? or both? This 
simple hypothetical example illustrates tvjo points: (1) when the 
applications are small and multiple, the problem of identifying 
securely a control group is immensely diff icult;, and (2) even the 
intuitive assignment of cause and effect becomes less than certain. 

3- This analysis assumes, too, that prices paid in the 
labor market are determined under competitive conditions or at least 
,that thfere is no more^ non-compet i t i ve^ behav ior in the market for the 
sanple group than for the control group. The assumption in its purer 
form is necessary for *lhe wage to be equal to the value of the product 
of the worker, i.e., so that earnings are an adequate measure of the 
value of' 'the- worker * s contribution to society. Consider the case of 
an apprenticeship experience in some closed occupation, s*^y, meat 
cutting^^ Meat cutters thrbC/^h thei-r ability to rest^'ict entry can 
exercise monopoly power in the sale of services. Observed differences 
in earnings between a group of "graduated" apprentices and a contrpi 
group would be attributable both to the educational experience and 
to- the "closed" nature of ' th6 occupation. This has particular 
importance for non-formal educatiort in the Third World because 
(1) non-formal education has pa^rticular relevance to the acquistion 
of industrial skills, and (2) the role of unions in such economies 
is frequently to protect skilled industrial wofkers not against the 
parsimony of management but against t;he encroachment (i.e., "compe- 
tition") of the unskilled masses. 

k. Also of con^ iderable .importance is the crit ici^sm that 
this analysis is val icJ for prescr ibi ng at.the margin. Technically, 
It can prescribe what should be done with small increment^ of funds^ 
as Jbetween a number of functioning projects. It does not tell much 
about what should be done with large chunks of new funds and bow to 
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allocate them among many new, non-functioning~programs. The task of 
planners in the Third World is just that, though—making revolutionary 
changes in the large with jew approaches and new programs. 

yhe probes of measuring soc ial. benef i ts as compared to 
private belief its are enormpus. . For the mqst part, market prices paid . 
for labor way reasonably represent private benefits although we have ■ 
already noted exceptions. What the prie.st may receive in economic 
emoluments are properly his private returns .but are certainly no 
measure of the returns to society. The earnings of urban physicians 
as compared to rural physicians are vastly different, but it is doubtful 
that the social value of their services varies as ir^ch. Teachers are 
frequently "underpaid" according' to what tbey contribute to society 
and according to the cost' of their produgtfon. 

There are all sorts of social returns associated with general 
■education and with literacy in particular, especial ly if one values " 
"democracy" highly'. A soc io-polit ical system wh ich Vfrmi ts the ■' 
individual to ^lart icipate actively in the c^ontrol ofNhe world aroiind 
• him per se places 3 -high value on at least a modest dollop of uni- 
versal education. The individual in such a systfem-pUst be informed, 
and be able to obtain ihformat.iqn through various sources so* the 
'social returns t6 education are enormous, however incalculable, in 
proportion as one values democracy. One may speCAjlate from its 
behavior that the Lafin Amer ican^ ol igarchy in the first century of 
its independence must have cooceived the social returns -{from its own 
point of view) to universal educat^ion as having been negative, i.e., 
§s being a threat to the existing pattern of life. ^ 

There is now a describable and fairly clear role for educa- 
tion In the process of '.'development'* or ''jnoderhlzation*' 4f Third 
World economies. The extension and *i ntegr^t ion of national markets, 
the expanding size of producing uni^s, the extension of credit sys- 
tems, the increased roundaboutness. of product'Ion- demands more clerks, 
accountants, more correspondence, more litigation, more .inventory , 
more ant ic i^pat ion, all of whicK requires increased skills of more 
people. This aspect of the subject. abrogates the disclaimer of the 
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first footnote to this chapter, y^ducation may make a positive con- 
^tribution to development whi& /he mar1<et for skills might not 
recognize and reward. Then Vo^s t i mat i ng '"social returns'* would involve 
.trymg to fathom educ^t iarf^ ^contr ibut ion to developmental objectives 
•and thus trying to put so/e value on them. To estimate Social returns 
adequately would involver thus a very carefully spelled out theory of 
the relationship betwe/n educat ion ^and education with some means of 
putting values on increments of the latter. 

Summarizing/this section, both cost-benefit and rates of return 
approaches rely onr measuring costs (which' is relatively easy although 
. there are iome s/i gn i f icant problems) and benefits. The latter present- 
very d i f f iculJr pract ica 1 and methodological dilemmas particularly^ 
with the i^nt*i f icat ion and isolation of the benef i ts f rom specific 
program^/f This involves identifying an "experimental" group and 
compa^ng it appropriately to a control group* Another major diffi- 
cult involves trying* to measure social returns a^d ^then to add them 
to/private returns. S,t i 1 1 other d i fficul t ies 'relate to the need to 
resort to ftast experience to project future .income profiles when it 
rs emphatically the ruptufe of the pej^nicraus past and present that is 
sought. Fur thefpore, the marginal nature of th€?^alculat ions and their 
^ /sObsequent prescr^tions is still another cogefit criticism. The 
[difficulties appear to be, ahd indeed are, enormous. 



The Manpower Approach: . A Substitute? 
The "manpov/er approach" is sometimes considered to be a sub- 
st i tute^.^and a desirable one, foe the cost-benefit and rates of return 
approa^ches. In some respects, It is ^n adequate substitut*e, but in 
its fundamentals" it "solves" the prime problems of the other two 
approaches by ignoring them. Possibly its p/^incipal ardvantage is 
that it pernjits ignoring the fundamental issues and encourages the 
attack OD practical problems wFft-ch can be solved. Examining this 
M'radoxical or at least ambiguoi^ statement regarding these procedures 
I s ' the ma I ff objective of this section* 
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The manpower approach btegins by asking the question: What 
are the present manpower resourfces of the economy 'in question? "And 
then i't follows with:. What ard the manpower needs of the economy , 
likely to be at some target dat^e? The "problem," then, for the 
educational community is to mo\|e ^s expeditiously as possible from 
Situation A to as close as possible to Situation B in the time ' 
allowed. This seems sensible ^nough and straightforward.. The task ^ 
is not uncomplicated, but many.lof the problems of choice seem not to ' 
plague the technique as they dp cost-benefit and rates of return 
procedures. ii • 

One very desirable aspect of the-.manpower approach is its 
demand for an answer to its Initial question: Where are we now? The 
required census encourages focusing on all sorts of appropriate 
questions: How many are in the "labor force? What-do they do? What' 
are their ages? What ars their skills? How are these .ski 1 1 s 
defined? How are die- ski 1 1 s measured? How were they acquired? How 
much substitutibility is there between variouf- categories of man- 
. power and between manpower and other, resources? (E.g. , To what 
extent pan unskilled' or semi-skilled workers replace skilled per- 
sonnel? To whatr extent can tl^'npower replace machines or vice versa?)' 
.Whatever the apprpach ) thebetter. and more complete the data 
regarding the initial situation, th* more probably wi 1 ^useful 
results emerge. And the manpower approach seems more naturally to 
lead to a -demand for carefully surveying the -current scene than" do 
the other approaches.' And' the reasons for doing it sfeem'reasonatTe ' 
and. even "practical," the latter being of cri.tical importance in the 
politically economic world in which policy decisions are made.' 

- Further, the manpower approach seems read i ly 'adaptaferl e to ' 
partial or sub-s^tor studies. "Industrial workers". can be enumerated, 
future needs for industrial worRers can be estimated, and appropriate 
devices expanded or developed. ♦ 

This is not without, its problems. However. Information may 
be given to the eddcational planners 'that the agricultural sector 
is to-expand 30 percent in t>]e next d\^cade, th^ industrial sectgr by " ' 
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50 percent, the finance sector by kS percent, and so forth. To be- 
real4.y ^eanfngfql, this inf<K-matIon would be much more specific'. - 
• For example, t^e industrial sector would be broken down at least 
into major industrial groups, metal, electrical, petroleum, etc. 
Someon,, either the educationists or the general planaers, must 
specify the technical relationships, between thele sectoral and sub- 
sectoral targets and manpower needs. That is> if agriculture is to 
increase by 3 percent per annum, this implies how many agricultural 
.researchers? how many extension agents? how many rural credit 
specialists? how man^y specialists in- agr icul tural marketing? how many 
^tractor mechanics? In technical terms, each sector of the economy 
.can be considered as a special sort of production function with the 
rate of^gc,owth being the output considered, '■gach oT these produc- 
.tion fgoctions will have several :inputs; for most of them, so,pe 
indirect ed^hal input will be included i'n the for;n of increments 
9f trained or^Hed human r'^sources.. Thi^ educational i^put.■o^ 
better; "the various educational sufa-'inputs will b6 cfescribed in 
terms of numbers of people with specified skills pr knowledge to be 
employed-at certain dates. This schedule of "educated- or "trained" 
inputs jntOj.the nation's var'ious production processes will be in 
essenfce the outputs required of the educational machinery pf the , ' 
•nation. Making the situation even more complex, within some'limits 
educational inputs ia the production func.tj.ons for each sub-sector 
are probab.|y^ubs.titute-s for pther factors and with the educational 
list of outputs.; one "product" may be substituted fbr another Ciithin 
some limits. i . 

. . l^his is a .re^l world prpblen, although it may be dressed.up in 
analyticaT terms: incJ-easing'output in any .sector will require 
increased .inputs of the human factor. In some case,^ improved 
quality may be required-in others, improved quality may substitute 
for quanti^ The general planning estabi ishmeot may estimate the 
technica.1 co^icient.s (l-.e., how many of each kind of input is ' 
required per percentage point increase in each output) and tell the 
educafional establishment how many of each specif ic "type of human ' ' 
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resource to anticipate producing in each of several time periods. 
Al ternat ivcely, it may inform the educational establishment of the 
putput targets for goods and services and leave the Ministry of 
' Education *(or whatever) to di its own estimating of the kinds and 
quantities of educational outputs required. The task— whoever .has the 
responsibil i ty""fs no easy one. 

' Once it has been specified that different quantities of 
several varieties of labor are required," then programs can be 
developed^ costs estimated, resources budgeted. \f the resources 
'gupplied ^re not equal to those "required,'/ then priorities have to 
be 'kstabl ijshed wi th. dec i-s ions made either not to produce all i.tems or 
to do lessl than an adequate job producing all or some of them'--e.g., 
it may be decided tHat rt is better' to have 10,000 seventy percent 
competent engineers than 5,000 entirely competent ones. At this point, 
the problems of "administrative efficiency" become' cr i ti ca 1 since most 



of the questions of "al locative effic 
solved or taken' care of in some other 



^ency" have either already been 
way. 
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This brings us back to the central hypothesis of this section-- 
the illusory nature of the differences between the manpower abroach 
and the two approaches discussed earlier. The balance for most pVac- 
tical exerc5ses seems cast en tir el y toward the manpower approach, so 
it is warthwhile to examine the relation between the two. In 
co?t-benefit and rates of returnare concerned with al locative, ^ 
•diency: how many^resources should be devoted tJ this, to that, and to 
the other--based on the comparative co^.ts and returns from alterna- 
tive us>s of resources. These are- critTcal social questions and 
chronol0g,ical ly the first to be enco^intered and to be dealt with. 
The manpower approach takes as "given" most of the answers to alloca- 
^,tive efficiency questions. Th^t is, when most of the manpower 
-questions ar'e raised, it has already been decided on some, basis or ^ *^ 
other^That the glass industry ought- to expand, that the buggy industry 
ought to be contracted, that transRortat ic^ by air should expand, 
that sugar should contract but that soy be^ns^^should be expanded. 
Given all this, it i? realtively easy to proceed on a^manpower basis 
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to provide the training, fill the holes, follow the plan. Upon con- 
sideration, it becomes clear that prior decisions regarding sectors 
to be expanded, contracted, and so forth are made (consci.ously^Dr tiot) 
on the basis of some cost-benefit calculation, e.g,, "more resoui*ces 
should go into power generation since that is where we will benefit ^ 
most." Thus, the two are seen to be not substitutes for each other 
but rather to be successive step approaches or "different level" 
approaches. Perhaps the most important! implication of this is that 
there is" no way one can be "shed" of the a 1 locat ioi^quest ions b^y 
deciding to "adopt" the manpower approach as opposed tcHthe cost- 
benefit or rates of return approach, ' - . 

Unique Characteristics of Noff-Formal Ediication- 
Nearly all of that t,hat has been sa*^ above applies to educa- 
tion Jn^general as .well as to non-formal education. This section 
will turrt specifically to examining non^formal education and the 
special problems it has and advantages it offfers. For these purposes, 
non-formal education is regarded as a varie^ted set pf educational 
exper iences planned and consciously del ivered by someone or agency, 
heterogeneous with respect to participant age and entry requirements., 
sponsorship, deJ ivery agent, insrtructional method* duration, intensity, 
official recognition, nateri^l offered. In general, it is specifically 
vocationally oriented vith thie major, exception of literacy traifiTng. 

PerhapS'it i^ an advantage that non-formal education requires w 
that the investigator begin by looking very closely at/measurement . 
techniques. At once it becomes apparent that the standard technique 
of measuring efficiency in education is denied him: he cannot ( 
sensibly jJivide total cosC^ by some^unit of Input to obtaln^ai?| av^ragd^ 
cost per unjt^o^ outpilt. This is what Is done v;hen costs* are divided 
by the number of sti/dents {an input) to'obtain costs per^' s tudent . 
This uses an input .as a dummy for output. For standardized, formal 
primary and secondary school situations, the procedure has some 
legitimacy providing it is used, knov/ingly and with care. What makes 
the proce(^^jre legitimate is the implicit assumption that passing a 
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youngster through one year of school has some average educational 
result, standard throughout , the system and well recognized (whether 
it is or not) by everyone. Then Tt may be possible to compare ^ffi- 
cie/icy as betv/een schodls on the bails of .costs per student^year . 
We are quick enough to recognize that this is no longer applicable 
gt the university level where a reasonable cost per student-^year in 
economics is no more than eqi^al that of cost' per stud4nt-year in me'di 
cine than is the level of the salaries of professors, in^the two 
•academic sub-units. # ' 

Education, as I see it^ is the process of tralisforrtiinq a 
person or set of persons from" some def i ned * in4 t ia 1 situation to ;5:<5me . 
defined -iat^med iary or - f inal si tuat iQn. * .U^S th 1,5. transformat i on 
and efficiency in bringing it about that causes the fneasurement problei 
At the outset, th.e fact of a studejpt's mere presence" Ms. not a very 
good measure af the transformationone is seeking to measure. 

This becomes part icularly .'a problem in the'c'ase of non-formal 
education because most experiences are nat standard Ones. •lt>;i-5 - • ' 
neither poss ib.l enor legitimate to start with .the assumption that 
"participant HoursM. or ."par t ic iiJan t years" is. any measure of what is 
accomplished. To do so would 'teg the questipn of measuring output. 
Furthermore, the student or parliiciparxt/is far 'from the standard 
he tends .to be in the usual formal schooling situatioVi.- H> may be a 
common laborer; he may hold the highest un iversi ty degr^ee. -He m^y 
have had little school ing prior to the non-formal experience; and % 
he may have had alt' sorts of other nqn-fbrmal experiences. TKe 
program may 'last a month;. .it may last seve/al years. It jnay be on- 
-the-job in vjhVC^ case absence from production may be a corst Jto the^ • 
employer; i t may 'b^^^afj^he-job bu^^ the worker is fully/ 

':employed..^i% that' case*; VH^^ anything^ is "fqftgone** and /how as 
it to be "costed out?" Is the. participant's "leisure fprgone" nof ■ 
to be valued 'iri/s6me way? The ofaje^ctivfes may be. well defined as 
that of training non-skilled workers to be "lathe operator^*^- 
helpers," or they may be defined specifically enough in' terms, of makin 
persons "functionally 1 i^ecrate" leaving the use of this transformation 
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^ and its value not tog /cle^f:-^ This is* the critical point: There is 

no conve^i^ef>^^hort;cut in non-forn^l education as there may be for • *\ 
some purposes in f6rmal education for the measurement of output. 
. ^}on-formal education is forced to define very clearly what it is 
^ trying to do and th^ to measure its results if there are to be any 
answe r s_ to questions of efficiency and return. This is at o\jce an 
advantage^^d a disadvantage. 

^The purposes of non-formal education are usual I y*' narrower than 
. those of formal 'education, Y^if^erjpoor 1 y ,the latter mi^ht be defined. 
^ .The narrower the definition of object fves and the mofe clearly they 

'are laid out,, the more nearly it may be possible to make some mean- 
ingful measurements of educat ional outputs. This may be the result 
. ' of testing i-n the -case of skills learned or the formal qual ff icWtion 

for some particular job — providing the latter is nofsimply a dAvice 

to restrict entry into the profession or occupation in question. \ It 

« • 
may then, be jKissible to' describe a series of alternative systems 

^whicfi start w^th persons with a set of characteristics, S, and wit 

\ 

them perform some transformation so' that they finally have a s-et of 
characteristics, T. With skill and ^ood luck, each of these altei7na- 
tive systems could be costed **over the relevaVit ranges" so as to . 
• ' -permit comparison of the .al ternat ive syst^s as to "ef.f icrency," 

The phrase the relevant ranges". is to emphasize the possibility 

of the effects of size in different delivery systems. The following 
^ - : ^ graph i.llus.tr^es the fSossibili^y that ma^y exist in which Program X 
would be cheaper than Progranj>Y over a considerable range but becom'e 

•a* 

'more expens i ve as the number of transfonmat ions to be produced increases. 
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^gests that the selectiori^ from among alternative "transforming" 
systems may not" be entirely -unar^bJguous. ^ 
^ f Further, the careful need to describe the initial and^term4na- 

ting sets of/cI?^a^^ist ics is emphasized. Inputs of individuals will 

but ought to fall within 3 fairly%mall range of 
le meanings of the^variancc understood. An optiir^al 
l^am for producing lathe operators, say, frbn seventeen- 
ths picked up off the farm wc^I'dVKJssibly not.be the same 
i^ned toyproduce lathe operators f^^m unskilled but experi- 
enced factory worklers within a single plant. Both groups might 
ipUte the programs wi>-^set of characteristics T but they might 

|ave started with sets of characteristics S, and causing the 
I * \ i. \» 

irograns to have rather different educational tasks. Or, it might be 
^that two identical groups may be trained as lathe operators--one to 
do a limited number of operations by rote and the other to do the 
, same operations but with an undWstanding of the process, knowledge 
of maintenance of she machinery,\capac ity to suggest improvements, etc. 
This stresses perhaps the obvious that perpetrators of these sorts of 
|>utput measurements are not witfc^out a few sticky problems of their 
own and ought to handSje the comparisons of efficiency as between 
■ programs with a fair amount of care and understanding^ 

There is no great difficulty in making comparisons between 
alternative means of producing a horx^geneons product. With appropriate 
information and/or time todevelop.it, alternatives can be ranked in 
order of "cost effectiveness," Whether one wants to call this 
' UeconomicV* or "administration," much can clearly be done here by 
specialists in developing ^data, requiring clear statements of objec- 
tives, developing measurement criteria and tools, etc., so that the 
■society can get more^ f rom the resources it dedicates to /he purposes 
^ in questions. 

But this is of no help, to come back to our earlier theme, 
in answering the question of whetheiy society should produce lathe 
operators or automotive mechanics. It helps little, either, to be 
told that it costs three times as much to produce one compared to 
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the other. And it is not definitively helpfuf to be told that the more 
expensively produced s{>ecialist earns four ttfnes as imich as his 
counterpart. if we want finally to make comparisons between programs 
to produce mechanics, lathe operators, watch makers, farm managers , 
and so forth, then there is *no alternative but to 4>ut values on each. 
Present market values serve some useful purposes, but we produce for 
the transformed future; and those market values may aj so vary con- 
siderably in private returns as opposed to social returns. This 
reraises all the problems of valuing benefits and returns. 

' V * ■ ' * * 

One or the frequently cited pitfalls of evaluation in formal ^ 
education Is thai of dist ingu'^shing between expenditures for education, 
as **investrent*' and those as "consumption." A course iq French may 
provide a lifetime of pleasiire to one stCiident who uses it to enjoy 
French poetry, 'fhe same course taken by another student might enable i 
him to become a productive export-import house manager. The former 
case represents expenditure by the society for *'consumpj[ion," and 
the' latier^i^ *' investment" in the sense that it adds directly to the 
nation's productive capacity. Much of ^rad i t ional education is a 
mixture of both although precise determination of the ratio is not 
pKDssible. But the issue is an important one .in formal education since^ 
••Investment" expenditures have positive growth and developxnenta 1 
implications while "consump*t ion" expenditures are at best neutral.^ * 
Non-formal educacion seems to be without, larye elements or this^ , ' 

particular problem. .As we envisage the latter, it is largely job-, 
skill-, task-oriented (although it need not be), an5. the major elements 
are "investment" with little expenditure fo'r "consumption" in the* sense 
employed here. 

Finally, there is abroad the notion that non-formal education 
can be an inexpensive, pervasive substitute for formal education and 
that perhaps it wm 1 1 serve as some ^ort of panacea for the human 
resources problems of the developing \vorld. *TTte Third World countries 
cannot afford universal,' traditional education;" therefore, there must " * 
be some sort of sjb.stitute: Voila^ non-formaT educat ion.'* This is 
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perhaps overdrawn to the extent of setting up a straw inan, .but the view 
v.'arrarrts -three brief ccniments: 

1. One may ar^ue that the forma] educational system and its^ 
administration are inappropriate and, furthermore^ incapable of 
reform^. Then, it may follow that a substitute syst^ should be devel- 
oped. There is considerable probability, however ,^that the >^ 
central i'zat ion and mass ! f icat>bn of the substitute system would ' ' 

•subject It to the same politicH^nd bureaucratic processes as the 

formal system and would point it toward the same ossification. ^ 

» 

2. Non-formal education is generally' no <^ viewed as a real 
"substitute'* tor the formal structure but as an appehdage or supple- 
ment or a substitute at the margin. It is entirely possrble that 
the non-formal "Alternatives are more effective In^iprovidlng some 
services, but this is a far cry from arguing thatlbecau'se noa-formal 
education i^ more effective in some activities it khould be more 
effective in a 11^. And non-fby;rna^ means may be better ways to produce 
lathe operators in a^popuJation were funclional literacy skills are 
already present than <nore traditional means, but this does not argue ^ 
either that all the task^ of education are better performed by non- 
formal education. The formal , •trad i tional educational mechanism Is 
designed-- if for nothing 6lse--.to cjpture advantajpes of the economies 
of scale. Curricula ^re sta^ndard, teachers are produced (usually with 
much less formal education than we require) In standard curricula, 
texts and syllabi are used nation-wide, pupils are kept within some* 
ranges of standardization by age-specific requirements and entrance 
exams at various levels. This can be {and doubtless i^)' overdone,' 
but the fact is that traditional patterns everywhere are partly the 
resuVt of a s.earch for efficiency especially when measured in terms 

of costs per .'pupil. The /fact of poor p^rograms, rigJdity, and other, 
ills does npt negate the potential gains from size. Much of that we 
see desirable about non-formal education is- found in dynamic programs, 
flexible and unique, stressing innovation and reform. Desirable as 
these may be, these characteristics tend to We tho§e of* relatively J. ^ 
s?nall, sV^cial purpose programs building on the base^already 
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established by' the tr*aditional systeii. This does not argue, inci- 
dentally, either that formal education is efficient or that non-formal 

• • . ' 

education is- inefficient. But it does argue that non-formal education 

as a suppl'fem^nt to ^he formal structure's quite a different activity 
than it would be were it assi-gned all the tasks of the formal system. 

3. The' prescr ipt ion that non-formal educaticJh ought to be 
substituted for- trad i t ional education is a narrow one, and particu- 
^ larly a narrow economic one. Its principal (Jefect is to overjook the 
social returns related to participatory democracy and the necessary 
role educat ion. must play in'providing the bases of • democraty . The 
spirit of the nation as*'a community, the sense of belonging, the 
notion of coTi^nal i-ty of history and of destiny, and the coppei-ence jy 
necessary to parrticipate iVi social decisions are perhaps the most 
valuable products of the school (however badly they do their jobs). 
These are imponderables, 4mposs1ble to value and measure, but this 
does not deny their existence nor suggest ignoring them. Truly 
alternative educational devices, if they are to >e substitutes., 
ougfc^t to seek ways jof satisfying thes*e values as welj as the more 
easily treated specific ones usually associated* wi th non-formal 
educational projects^ 

■ The Rural* Sertor 

It Is'certainly eas^iest to discuss non-formal educational 
matters in terms of jbb-oriented vocational-type educational activities 
of the modern sector, Ther^ are good reasons; though, t© turn atten- 
tion to the rural sector since it encompasses the mass of people and 
especially the mass of the destitute. * 

In the abstract, economics has essentially the sane message 
for this sector as for others, but the practice becomes more complex, * 
depending very much on what" one imagines in considering non-formal 
educational programs in rural areas. 

In all probabili^ty the ties of "benefits" to some single, 
measurable variable wifl be much less clear and demons.trable. A 
work'er with certain skills receives a differential wage in the o 
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industrial sector; but the peasant receives benefits '(to say nothing 
of "social" benefits) in a much trxjre obscure fashion for a number 
^of reasons. First, most agricultural worker-enployees' are not highly 
specialized and acquiring a single new skill would be one new string 
among many on his. bow, the compensation for which would be difficult 
to distinguish. There may be exceptions to this in a few cases of 
plantat ion^ labor , but the general notion seems reasonable. The 
indt^strial worker, on. the other hand, tends to be specialized, and 
his. skills tend to be hierarchical and replaceable rather than comple- 
f^ehtary. Second, ndst peasants are not compensated in roney wages 
and the structure of the earning system is little described and 
understood. Ul t inately, earnings depend on what is produced and sold! 
These sales ^ay be made in nionopol i st ic markets, thus reducing the 
usefulness of product, price in measuring "social benefit." But 
•tenancy provisions, monopsony in th^ agricultural labor market, 
payment ir> kind and/or in permitted use of hacienda lands further 
separate, the actual compensation of the peasant ftom the product 
produced and sold. This suggests that i ncreas i ng 'agr icul tura I pro- 
ductivity is not necessarily enough; for the benefits may accrue to 
the urban society, the landed, or to middlemen depending upon the 
market structure and institutional arrangements. Even the rare case 

of the ownerroperator, coTr?ercial-farmer peasant who sells in a 

8 

relatively com}>et;i t ive market would present much n^ore difficult 
.problems of "return" or "benefit" estimation than the case of the 
ski n-campensated industrial courterpart. The whole range of 
' V skills, techniques, and knowledge is always brought to bear in an 

agricultural enterprise, and the effect of change in any one of them 

Q 

is diff icijl t to isolate. The owner-operator, subsistence-farmer 
peasant presentsother problems— particularly tho^e of record keeping 
and measurement. - . ^' ' " 

One^can easily envisage a multiple-thrust rurfel development 
program— one aimed'at improved marketing, increased fertTTt^^^ use, 
purer drinking water, improved nutritional .standards, ^nd soon. 
"Costing" such a program would be'cornplicatet^^avolving, first, 
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separating sets of joint costs from several agencies (e.g., Ministry 
of Healthy Ministry of Agricultur^/^mlstry of Educatipn) and then 
aggregating the results. Ben^its vsould be even more -d i f f icul t to 
measure (e.g., decreased infant mortality, improved sewing skilfs ^mong 
tHs women, fewer caries, and better crops) and, once measured, ta 
put values on. • ^ 

\l is perhaps easier to think of this sort of comprehensive 
agmrcultijral rura*j program in the large because it lacks the speci- 
# ( ^ the local level of a course to train tractor drivers. What 
effect does this consideration at a national level or regional level 
have? First, it eliminates or reduces the problems of joint' 
costs: the higher the level, the fewer the problems'of jointness 
although if theVe are non-related programs some joint cost problems 
wilTremain. SecSHd, there may be an. illusion that consideration of 
benefits is easier. But, in the final analysis, benefits accrue (by 
design)^to* thousands of individuals on the land and in /the villages; 
aggregating benefits in the nation's capital by estimation really begs* 
the. quest ion of benefits rather than answering it. 

. Suppose, finally, that all these problems are solved and that 
solid estimates of costs and benefits can be made and that the ratio 
for a given rural program is smaller tfian for a modern-sector industrial 
tra in iti^ program. This is (would b§) very valuable inforlnation, b 



it might TTOt still be conclusive wit{^respect to an investment dec^Pon^ 
If' there were a desire to redistribute income to the rural sectors, 
some additional "social" component might be added to the "private" 
benefit to reduce the. rural cost-benef.it ratio to some desired .level . - 
The size of this component depends' on pol i t ical -social lvalues,' the 
objective quanit ifcation of whii:h is not possible. 'One might be 
tempted to n\ultiply all rural project trenefits by 1.5 as an arbitrary ^ 
expansion factor to give them additional weight in the decision- 
naking process, but the sOspect nature of the multiplicand is so great 
that any widespread use of cost-benefit analysis to re^ach decisions 
between spec i f ic^ modern-sector versus rural sector programs is not 
likely to develop soon. 
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This analysis is J is.courag ing with respect to the Inwediate 
use of cpst-benef ft results to favon or deny on bn objective basis 
investments in particular projects.. Even cost effectiveness calculations 
must be regartled as less than perfect. These diff i-culties stem from ; 
the nature of the envisaged program--joint costs, joint products, and 
results not quantifiable or not susceptible to valuation. The 

ecoQpmics" has not somehow become worse, but the problem is mOch more 
complex, it has been e;<er 'thus , and decisions have been and will, 
continue to be made without tf\^ benefit of a number as an objective 
guide. " Certa inj>..<fie discouragement is not to be interpreted that 
projects shokffd be suspended, discriminated against; or favored because 
'Of inability^ evaluate them precisely. Nor is the difficulty of the 
task to be interpreted that efforts to evaluate should be given up. 
Imagination and a great deal of hard work can tell ys much that'^we 
do not now kaow and particularly about the rural sector. 

Conclusions 

* The case for economics has been made as the essay progressed. 
The principal conclusion is evident: Analytically or in the abstract, 
economic questions and their answers are at the heart of the very ^ . 
tough questions related to the national allocation of resclurces Jbut. 
performance with respect to empir i^alVesponses to the, questions falls 
far shx>rt of what might be expected,. This is particularly true for ^ 
developing economies. Further, empirical results become tno re suspect 
the broader the question asked. Less certainty attaches to responses 
to questions concerning the allocation of resources betv/een education. ' 
defense, and agriculture than to those concerning the allocation 
between engineering, medical, and agricultural education. Even 
better answer^*can be given for the selection between alternative 
means of accomplishing a given educational task. 

"Oevelopfng ^onomies" is stressed in the conclusion •above 
for two reasons: (1) Thje data required for cost^benefit and/or rates 
of return analyses are- soph ist icaPed and frequently only avai^labl^f i n 
the richer countr iess—if there. (2) More important, economic 

/ 
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tec\n,ques of r,easure.ent rely heavily on the past and apply best for 
sman mcrements at the margin. •■Development" for the Third World 
countir/^rr^c^ange in the future and. indeed. Radical chance rather 
tharVlT^rgmalj With comparatively good data, with magnificent 
res^^rch fac^^kies and budgets, we are far from having solid answers 
to nttny of these questions for the United States as the work of 
Scht^tz. Solo. Derlfison et al. attests. 

The answers may be poor for want -of data and weakness of con- 
but the guest^ons are the appropriate ones. Those responsible 
locating and administering scarce resources ^oufiH^always to be 
in seeking to answer two questions: / 

1- -Why this activity rather tha^, some other? What can * 
soc.ety expect from it as opposed to another 
expend i ture? 

2. How can we get more "transformation" of a particu'lar 
acttv?t" committed to a certain 

. It is regrettable that economics cannot yet crank out simple 
unambiguous answers to the questions posed at the national and inter- 
-n.sterial level. . Its predictive and comparative tools are simply 
too weak. This calTs for a great deal more research than has been 
done or even'contemplated. Studies at the macro level may, now be 
pro ductive en ough to aid deci^ ion-^i^ing by supplementing intuitive 
and political criteria, and they yield very valuable byproducts in 
the form of new data and new relationships as they aid the seardh 
for better methodo-logy. Most vajuable and in^ediate returns, though 
will come from competent, intensive research done on particular 
projects or programs. These case studies will br^ak out new data ^ 
beg.n to formulate data needs for evaluation so that delivery agencies 

will be encouraged to develop needed data, better methodologies or- 
, evaluation may be evolved, and important descriptive program material 

-ay be dis/eninated: Little by little, this knowledge must be 

developed and integrated. , 

Along these lines, it is clear" from a search of the literature 

tha^.very little is known about the scope and effectiveness of non- " 

formal education in the Third World. We know even>1ttle about 'the 
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identities of the providers of training as a study currently being 
"terminated on a Brazilian topic shows. Attention needs to be given, 
perhaps first of all, to this census question. Careful attention, then, 
needs to be given to the problems of good definition and measurement 
for small enough programs so that the goals can be treated unambigu- 
ously and outputs be subjected to measurement. Without me^SLvement 
of outputs and inputs there can be no evaluation, and unless some 
systematic means can be found to put those Fnto some'common terms 
(e.g., money value^), the critical compar isons ^between alternative 
mean^ and between programs cannot be made. There is no good alterna- 
tive to suggest in the face of the' failure of economics to supply 
requisite answers^ I Vecently heard, though, an unat^tr ibuted quota- 
tion which seemed to be pr^matic and philosophic about the situation; 

thorough description of the educational system of any country 
will reveal more inef f ic ieno-y than its governlnent will be willing to 
deal with in our lifetimes." ' ^ - 

' Resources have been and will continue to be allocated by 
societies in- the absence of precise methpdol og ical indications of , 
'^best" solutions. Economics provides a rational iy for the allocation 
of resources but is . not- yet' a^l e to handle with assurance the opera- 
tional aspects of that theory for an investment so- complex as 
education. It U not the best of all worlds but it is certainly not 
amiss to raise constantly , the questions associated with rationality— 
even granting that 'for the time? b^ing a great deal of decis ipn-maklng 
will of necessity depend little on the formal answers of economic 
theory andsof econometric mod«l3. Hopefully, decision-making can 
proceed with tnuch good sense and solid intuition constantly policed 
by an observant ■and responsive poli'tical mechanism. 



\ 



36 



NOTES: CHAPTER I- 



0 



Specifically excluded so far as \% possible from the scope of 
this 'essay Is the perplexing, ''externaT/ problem of the relation-, 
ship between "education," of whatever i^ariety, and "development," 
however defined. , ' * 

2. "Funds", is a short-hand expression for "real resources" §"ince it 
is these which are' used up rather than money. 

3. It is perhaps wise here to remi-hd the unwary that we are considering 
cost-benefits at the margin. These may be very d if fgrent ,f rom 
average cost-benefit relationships, 

k. There are technical differences whrch are discussed^ in the litera- 
ture with each method having some advantages and disadvantages. 

5. When such records exist. 

*# 

6. The "present value" of, an income stream is sometimes computed to 
compare to "present costs" of the project; to prodOcev^i t. If the 
former exceeds the latter, the investment is "warraated" in the 
sense it is worth more than it costs ^ but this gives ho clue as 
to its merit vis a vis other projects. The prob I em§ associated 
with this are those of estimating costs and particOl-arly the 
Income stream and those of selecting some rate of .interest for, 
discounting the income stream. 

7. Add to this: education is frequently subsidized by the poon for 
thq rich. * - • . 

8. So that the assumption is tolerable of prices representing sociaJ ^ 
benefits reasonably v/el 1 . 

9. One can imagine holding everything else constant and "applying" 
additional fertilizer — estimating fertili2er costs c.l.f. anfJ 
measuring 'increased output at its sale price (benefits), but 

this is hardly what I understand by a "rural development" program. 
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CHAPTER II 

r 

^ MEASURING THE COST OF NON-FORMAL EDUC-ATIOIJA. 

i 

* * 

An important conclusion that emerges from our survey is that ' 
non-formal education is less expensive per trainee than formal 
education James R. Sheffield and Victor P. Diejomaoh, Non- 
formal Education in African Development.^ 

Our new and increased activities are likely to fall in . . . 
the search for less costly education through noh- formal 
training World Bank, Education Sector Working Paper. 



These two quotations e^<empl i/y the generally held opinion ' 
that programs of non-formal education are less costly than programs 
which'are delivered through the formal educational system. The purpose 
of this paper is/ to demofistr^te that while the conclusion that non- ' 
formal education is less costl y may correct , the data which has been 
.brought to bear on this question 66 npt substantiate this conclusion. 
An attempt will also be made to indicate which types of information ^ 
should be collected i"f c6st comparisons between nqn-forma'l and 
formal education and between various types of non-fprmal education- 
ane to be made. Finally, a research project Is proposed which is 
designed to test the feasibility of collecting cost data using a 
common format to compare foPmal and non- formal, educational projects. . 

An Evaluation of a Cost" Comparison of 
Non-Formal and Formal Education - 

To illus'trate the present state of cost dat>-<Ised for compal^i- 

sons of formal and non-formal education in 1 ess ><fevelbped countries 

ifwas decided to examine,. one of the major caie studies from African 

countries used by Sheffi'eld and Diejomaoh— a program attempting to 

provide vocationally oriented education in a non-formal setting: the 

Kenya Village Polytechnics (VPs). 



*By Michael E. Borus. 
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. In a section titled ''Cost-Benefit," Sheffield and Diejomaoh 
make the fol]ci)/ing statements: ' ^ * 

One of the chief attractions of the Village Polytechnics is 
their apparent'' low cost. According to NCCK (National 
Christian Council of^ Kenya) statistics collected in June 1969 
^ annual recurrent cost^ (discounting boarding arrangements) 

range from $146 per student per annum to $31 per si^u^nt per « 
annum. John Anderson's 1970 report, "The Village Pt>lytechnic 
Movement/' gives a rough estimate of cost for a polytechnic 
' of 30 students. 

This cost^of $70 per student per year compares with a cost of 
$23 per^ student per year at a typical primary ^school ^ and 
costs of between $130 and- $150 per student per year at a 
rural seconda^ry . school . ^ 

Unfortunately, this apparently straightforward cost comparison is 

typical of those used to reach the conclusion that non-formal education 

is less expensive than forma f programs; (I) it makes inappropriate 

-comparisons, (2) it applies an incomplete account i ng. ana I ys i s , and 

(3) it fails to consider who incurs the costs of the programs.^. 

Comparison of Dissimilar Products ^ 

- The most important shortcoming of cost comparisons such as 

that of Sheffield and Diejomaoh is they implicitly equate the product^ 

of the oj^ograms being studied. When they make the simple' cost 

comparison of Village Polytechliics-^nd secondary schools, Sheffield 

and Diejomaoh are in effect saying that the product of a'Village 

Polytechnic is interchangeable wit;h.,thg prod^^t of a secondary School. 

Such an assumption is; totally inappropriate sinc6 the Village Poly^ 

technics are designed to provide their students with marketable 

skills while the secondary school system is attempting to* provide 

♦ 

its graduates with a more classical general education. The closest 
formal institutions to the Vjllage Polyte.ch*nics are the secondai^y * * 
vocational sc?\odls since presumably both are interested in teaching 
young men a net* women to be productive members of the labor force.- 
Even with this rftod i f ica t ion , however, a closer examinatix)n of the 
students completing the programs and of the curricula provided to ^ 
them indicates that they are not meant to be. substi tutes for each 
other. In effect we aTfe still comparing the costs of apples and oranges 
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The ideal Village Polytechnic as presented in a handbook 

produced by the Ministry of Co-operatives and Social Services is * 

it [the VP] aims at giving primary school leavers from that 
area skills, under stand^ing and values which will make them 
^ble to look for moneyr^aking opportunities where they live 
and to c<i>ntribute to rural development by building up the 
economic strength of their own community.,^ 

■ The objective of the ViJ lage Pol ytechn ic , then , is to pravide students 

with skills applicable in their 6vyn rural areas. Courses that seem to 

be most prevalent include carpentry, masonry, tailoring, and farming.' 

.The ski lis. provided are for a relatively simple technology wh i cih does 

not use sophisticated capi^tal equi'pnrtent. The general education pro- 

v.ded IS also quite 1 United. -There, are usual ly cour-ses in Engl ish and 

some mathematics, but only on -a basic level. 

On the other hand, the students the vocational -secondary 

scl^ools receive somewhat more sophisticated training. Many will sub^ 

sequently entfer the K,enya or Mombassa polytefchnr^c .in^iautes to 

receive ffirther training in 'the .mechanical erigitieering,. electrical 

•engineering, or building and civil engineering departments . The 

education provi^ded in the vocational secondary schools aMsq t^nds to 

be more general ^nd l.ess' f irm7spec i f^^^ i . e. , i t has applicability . 

in a variety of different occupatrions and with •a varjety of different 

types of firms) than is true For Vl Tlage Polytechnic traiAiVig./More- 

over, the education in the \;ocational secondary schodls includes 

much greater non-vop^t ional training in such subjects as English-, . 

mathematics, sggWT sc iences , etc. than exists in the Village Poly- 

•technics. Fi nel 1 y, the students ' in the vocational secondary schools ^ 

.have^ as their ul t i'mate object ive employment in the^fprmal sector of 

Kenya's ecQncfoy where the technology is quite advanced and .there are 

rel'atively hi g\ capi ta 1 - labor ratios. 

. This* brrbf-^fescript ion of the two pr<^rams should illustrate 

fhat the objectives of the Village Polyteghnic and the vocational ' 

-secondary school are not the same. ^ fn such cases o/ie can.only make 

decisions about the relative costliness of the two programs .when one' 

is also evaluating, their relative benefits. For instance, Mt is 

possible that the greater general educat ion* and hig'her skill level 



40 



33 



th 
ing 



provided by. the vocational secondary school is not n'fecessary, to the 
devel^opment of Kenya aad,. therefore ,vii)at there ari^ no benefits to be 
derived from such additional training. Then one could conclud'e that 
the Village Polytechnics are a, preferred investment of the society's 
scarce resources because they are cheaper. If, however, one were to 
decide that more technica?ty sophisticated and better educated indi- 
viduals were necessary to the formal sector of the economy while 
persons with relatively limited amoupi-rf'of training were needed in 
the informal sector, one would view the Vi 1 lageiPol^technics and th 
vocational secondary schools not as alternative sources of train 
b»^t rather as two independent, necessary types of training. -One would 
then seek to question the coSt-ef f ect i veness of each type of training 
to determine^ if each was being pro\>ided a^the lowest possible cost. 

i 

• Jnco|nplete Accounting i ^ ■ 

^ The accounting system^ appl Jed ^to education primarily reflect- 
the e^cpend i turWl)f a particular governmen^l or ^s^onsoring agency 
during a given time period.' Such an accounting system probab Ij^ wi Tl 
'never include^all of the costs that ithe society incurs in providing 
education but the- Shef f ield and 'Oiej^maoh /igures appear particularly 
incomplete. For instance inijWfs^^a; of per so nnel , as Anderson \ 
points out in his paper, the co§t figures doj;^^ include the salahies 
of expatriate staff.: Yet at mst of tiifesyPs'Sexpatr iates represented 
about haff of The^taff , One estimate of \he average cost of .expa- 
traite staff used by Dorothy Thomas in a survey of educational costs 

is $5,700 per volunteer.^ However, since the use of such 'a cost\ 

^^'^ \ P 

figure would fnflate the cost oer st.udent,*to' such a great degree ^and 

^since the Village. fol-ytechnics WilJ be 'Kenyan i zed in .the future it* 
seem^ reasonable to merely increase the.f jgfbre for staff salar/Te^lby 
about 50^ since salarjes represent between Ane- and two-thirds of ^ 

Thei effect would be to 

Likewise 

these Y9"*'^^rtPclude only the payments to persons directly involved 
with t 



the overall budget fot\ recurrent \costs. 

increase thp^Ccilit per student by 'approximately one-fourth. 



stubferiEts but do not take account of the *adm^nl'strativ'^ 
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overhead in the form of program planners, inspectors, and senior 
administrators. . ' ' ^ 

CalculationV of school capital cost's for buildings, land, 
and equipment are very seldom carried out property in the usual cost 
•comparisons of educational programs. The usual practice is merely 
to assign capital items to the year in which, they were purchased or 
to amortize the original cost of the buildings'. These procedures' 
do not measure the current resource value. If one were to attempt 
this type of calculation for the capital costs of the Village Poly- 
technics and the vocational secondarv: schoo-ls, it would appear that 
the cost of the latter would be considerably more smce VPs tend to 
be held in very simple structures and use relatively unsophisticated 
equipment for j^ching purposes while the vocational secondary schools 
provide much laore capital for their students. 

The calcula^fTon of costs for t-he two types of training 
Kenya also co^npletely ignores the question of opportunity costs*, i.e., 
the question of forgone production for society and forgone earnings 
for the students whilejhey are participating ih the training program 
or for persons who may be volunteering their services. It is important 
to note, for instance, that the ii/i 1 lage Polytechnics program tends to 
run from six months to two years whereas the^vocat ioival secondary 
school program is a three-year program and is being extended to four 
years of training!. To the extent that the Village Polytechnic" graduate 
may go out and eaVn a living during the peridd when the vocational'" 
Secondary school itudent is in Form 2 or Form 3, there are opportunity 
dosts.' On the other hand, the VPs rely on volunteers more to teach 
ahd administer their programs. Some accounting should' be. made. for 
the value'^of the time which theW persons donate, 

^ calculations also do not account for the cost to the stu- , 

dents <and\to society) for such things as school uniforms, tools, and 
transportation t o ah^ from school . Finally, although it is not 
applicable in the two cases that we have used for exampjes, ther.e may 
be employer costs, when trailing is provided on the job wh ich' jrAis;?;:^^,..^ 
takCT into account for that^type of a program. • /y 
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Oistribution of Costs 

The third vnajor problem with the type, of cost analysis pre- 
sented ^in the cooiparison of the Village Polytechnics end the vocational 
\ secondary schools is the failure to differentiate who bears the costs 
, or a program. Just as one can discuss the benefits of education for 
the individual; employes, the government , or society, so one can and 
should calculate .the cosb for each of th^e three entitles. In 
addition, the the case of less deve/oped count ri»es, one may also 
wish to consider the^tent to which natfonal as opposed to donor 
resources are being used.>^ The- importance of knowing the distribution 
of costs is evident if one cons iders *the differences in the amounts 
that the students are-asked to pay in the Village Polytechnic and the 
vocational secondary schools. The fees of the students at the Village 
Polytechnics in I369 were between $20 and $30 for -the ye^r.^ A com- 
parable Y igure for the vocational secondary schools was over $60 in 
1971. I.n add'it ion, as mentioned above the Village Polytechnic 
student studied for at least one year less than the graduate of a 
vocational secondary school program so that t\\is cost, too, was lower. 
The great. difference in the tosts'of the^ two • types of education for 
the students natural ly led to a more affluent student in the' Formal 
•system^han in the' Village Polytechnics, * ^ \ * 

Also, obviously when one begins to consider the distribution 
of costs for different program's of education, the fundamental ques- ^ 
tions arise: ^"Who should pay for the costs of education" and "In what 
proportions should each\ party pay?" When these questions are made 
expl icit. factors such aa-1 imitations on the resourc'es which the 
governments of less developed countries can apply towar'd education 
and the need for equal it| of educational opportunity in these countries 
may b^ addressed- directly. Likewise, one j^iJI became more concerned 
with the distribution of the rewards from education among th^ individual 
^ ^student%, communities, employers, and society. 

^. , The Smf>ortance of the relative costs is also apparenjt from the 
fJuidity of the sources of suppoff for education, as can be se6n by 
several recent changes occur r^-rfg in'. K^nya-; . ' Fi rst , the f^inistry of 
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Co-operatives and Social Services has recently begun to assu\e some 
of the cosrs of the moVe established ViHage Polytechnics.* Ats aid 
win presumably allow an. expansion behond that which pouia bAttained 
using only local resources and those prov id ed by ^the Nation/ Christian 
Council of Kenya. On the other hand, the desir^^or secon^r^ educa- 
tion has been so high in Kenya that the i nadequate .number of go\^Vnr:ent- 
aided secondary schools' has been supplemented by Ha"r.ambee s'econdary 
schools. The costs of these schools are absorbed by the students, 
their farniliss, and the community. An*ILO study group estimated 
that in 1970 these schools' accounted 'for over m of total secondary 
school enroll men t. 5 Likewise, in the area of vocational training 
there is T10W a nove^ent to form Harambee Institutes of Technology 
v.'th building going on in several locations. 

. « ■ - ' * 

What Is Needed in Cost Comparisons 

^ The purpose of the preceding discussiorj was not to denigrate 

the study by Sheffield and Oiejorraoh but rather to illustrate the 

6hortcomlngs of pfeseijt cost comparisons and to indicate , sane of the 

areas in which the analysis of the costs ,of non-formal education can 

be. improved. . Areas which have been identified as needing^ improvement • 

are: (I) the determination of who pays the costs, (2) a statement 

of what items are to be included in cost calculations, and (3) the 

establishment of a data collection system whi_ch will provide comparable 

data on the costs of various types 'ofs^icograms. 

- . ' ' ■ • ' 

The Distribution of Costs ^ 

As discussed earlier, there are a variety of different parties 
who may bear the cost of non-formal education. These include the 
Society of the country, thp government (which may mean either the 
si^-ration of al'l government costs or may be broken down into costs 
ftr the nafional, regional, and local governments, and for particular 
governmental agencies at each level), the local comrsunity, donor 
• countries or agencies, employers and, of course, the students. Each 
of these parties will have different costs from paVt ic ipat ing in a 

» 44 . 
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program of non-formal education, although th(sre 'mav* be an overlap in 
sonif. costs, for* example ♦ the expenditure on salaries may conie from 
the budgets of donor agencies, ^ocal or national governments, tuition 
fees, or a combination of these sources. Regardless of the source, 
however, the total personnel cost \vould be a cost to the national 
society. It should also be noted that the distribution of cost is 
not- fixed so that a poSicy which raises turtion may raise tfee^ cost ' 
to part i'cipants while lowering the co/t to the government. 
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The Components of^ Cost 

^ K 

, For each of the parties the best measure of the cost of a 

\ \ 

non-formal educational program is the \opportun i ty cost , i.e., the 

\ 

value pf the^opportun i t ies forgone due to the educational program. 
In thelcase of society the opportuni ty \cost is the value of resources 
which jjcfve been devoted to education but which could have been 
devoted, to alternative uses* For instance, the instructional staff 
of an educational prog)ram constitutes human resources which in the 
abseoce of the program ^ould have been used in the production of 
goods for the society. *Similarly, the other resources devoted to 
the educational program such as buildings, land, equipment and supplies 
represent resources which in the abseoce of the educational' program 
could be used elsewhere by the society. So, too, the resources which , 
are expended by the students or by employers in the course of the 
educational program would be available to the society for other uses 
were the program not to exist. Finally, t-he society must include as- — 
costs the value of the time of the students and of any vo^u^^teers in 
the program which would be devoted to other productive uses in the 
absence of \heir participation in the educational program. We thus 
have as the social costs the value of the resources in forgone use's 
which have been devolved to the educational program and these resources 
include the human resources involved in instruction and administration 
of the program, thfe physical capital used up by the program, the 
resources used to operate -the program, the resources students devote 
to attending the program, and the time devoted to the program by the 
students and volunteers. 
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There are many problems in estimating the value of the 
alternative uses of ti>ese resources. £conom]sl/theory says that in ^ 
perfectly competitive market resources will be distributed amSi 
alternative uses in such a way that at thk margin a resource wTTI 
command a price equal to its-value in the r?|xt best alternative use. 
According to this theor.y we could take the salary of the teachers in 
the program and assume that this was the opportunity cost for the 
use of these resources. In practice, however, we find that markets, . 
particularly in less d*eveloped countries, are.Vlot perfectly competitive 
and that there nay be little, relationship b'ftween pr^oes paid for 
resources and ;thei^ value in alternative uses. This would be especially 
true when we are \d i scuss ing the government sector. Thus, one must rely 
on a series of ast igned 'val ues , of "shadow prices."" Unfortunately, 
this introduces arf arbi trar iness into the cost calculations, regardless 
of the manner in which the shadow prices are calcul'afed. " , 
it would appear to be easiest and probably would not be overly, 
damaging if one were to use the actual payment's made for the resources 
as the shadow prices whenever possible. For instance, the value 
assigned to the alternative uses of-a teacher wuld be the wages, 
•fringe benefits, and other payments to him. Similarly, the value 
in alternative uses of supplies and services purchased for the 
prog ram -"wou Id be assumed to be equal to their prTce. • In the case of 
capital, however, one would have to estimate the rental value. of a • ■ 
similar type o^ building or piece of equipment or calculate the esti- 
mated cost to replace the capital that -is being used up. during the 
course of the educational progr.am. Finally, in the case of, the 
forgone earnings of students and volunteers one would have to estimate 
what would have been their earning opportunities were they not ' 
participating in the educational program. ' * 

The costs to government,, .whether It be the national government^ 
or one of its agencies, a governmejital unit at a lower level", or a 
donor government is much "siippl.er/to-calculate .in most instances. These 
costs obviously include the expenditures on personnel and operating 
costs during a fixed time period fr^m the .governmental unit's budget— 
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which are usually referred .to as recurrent ^ost. The yreatment of 
capital by governmental units is a little more difficult. 'Since 
educational programs are continuing one cannot proper ¥y assign 'cabi tal 



costs to the year in which they are incurred but must 
over thefr lifetime. Furthermore, si nee inflation is 
many less developed countries, it is dangerpu-s to use 



amortize the 
a factor in 
the original 



cost of JJ*e bui Id in^ as an indication of its replacement cost. An 
alternative way of Ijpoking at the cost of capital to a] governmental 
agency is its y^lue in the open market if it was rented to some 
other party. Granted, it is difficult to use a school 'bui Id ing /for 
much else, but it is poss ible^th^t there are alternative uses and to 
the yctent that the governmental unit does not receive revenue for 
these uSQS, the educational program represents a cost. Finally, a 
governmental agengy needs to be concerned .with the additional funds, 
whjch may be paid, to the'students while -tbey are^ in the program and - 
the revenues which a^e lost because the students or volunteers are 
working less. and therefore pay less taxes. On the other hand, the 
governmental agency wolH^JN^^^ from their costs, the amount 

of any t^Jit^on which they ret^fved from the students. ' 

The costs to the community are difficult to define. One 
obvious cost is the contributions which are made to the educational 
program. Thesp^^tky be vol unta^Y con tri but ions in a form of funds, 
materials, "bf services, or involuntary contributions in the formlof 
increased taxes which are/levied to support the educational program. 
In the case of contr ibuyfons of services or materials rather than 
funds, shadow prices wi'^l have to be assigned. And again, arbitrary 
assessments of market value will have to be made. On the tax side, 
again an arbitrary decision will be necessary to determine the extent 
to wTiTch taxes are increased for persons in the local community, by 
the presence of the educational program, a not inconsiderable task. 

If an employer is providing training in a program suqh as rn 
an apprenticeship or an. industrial school* it will be necessary to 
calculate his costs, too. Problems arise with the calculation of the 
employer's costs because in the -usual ca3e the students produce a *- 
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product for the employer and. the va^ue of this product- must be sub- 
tracted from the! employer's exijend ^tufes . .Thus, we have a catculatJon 
which 'would include the expenditures by the employer for supervisors, 
and instructors for the students, supplies ar\<i materials used by the 
students, any wages'^^o^^Mrtge benefits pa-id to the students, and 
any-ott^rhead or other costs which can be attributed to the'teaching 
process. From these sums ivould be subtracted the value of the stu- 
dents' output and any compensation which is received for the. 'instruc- 
tion by the employer from the government or students. One can 
expect, particularly in the case of private employers that the net 
cost to the employer will be zero or negative; i.e., he wi.ll usually 
-not lose money from the teaching process. On tfje 9ther hand., in., 
the case of state-owned enterprises, the state nay be making a sub 
stantial contribution to feducat ion by having its 
a substantial proportion of the cost. 

Finally we come to student costs. Thes^ include his out-of- 
pocket costs for roa-n and board, /chool supplies, transportation to 
school and tuition. In addition to out-of-pocket costs any reduction 
in his earnings, net of taxes, which resul t "from 'his being iii school 
should be considered as a cost to him of participating in the educa- 
tional program. From these costs, however should 'be subtracted "fhe 
expenses which the student would have pa!d for these satDe items had 
he not been in school. Also, any increases in transfer payments 
such as- living al lowance^ and the like should be netted out of the 
StudeVi/'s cos^s. ^ ■ 



enterprises absorb 




Comparability of the Data 

In order to compare^ the costs' of fprmal and non-fo.rmal educa- 
tion and various alternative forms of non-formal education it will 
be necessary for the cost, calculations to-be made i^ approximately the 
same way using approximately the same estimation techniques for all 
of the programs to be considered.. Presentation of aggregate cost- 
statistics is just not enough as'was i'ndicated iji the earlier discus- 
sion of Sheffield's and, Oiejomaoh's cost comparison. It is necessary 
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that each of the educational programs being considered use the same . 
categories of cost and the same procedures to calculate each category^ 
of cos-t for the comparison to be meaningful. To facflitate a j#common- 
ality in cost estimate data it is necessary to consider the'formaV in 
which cost data is to be collected. Possible forms for the collection 
of cost data are presented in Table 1. ' - 

Form A presents the varjous cost components described kn the 
prece^>rtg sec^fon. Thus, for each of the parties who incu-r costs 
we could sum the cost categories relevant to them. This would hnvolve 
the follov/ing arithmetic. \ 

• Social Cost = IA + IB + IC + IIA + IIC + IIIA + llia + MIC 
+ IVA + IVB + IVC + IV0 - HB - I I ID y IVE 
Government Cost = t A + I B + IC + I I D + I I I F + IVFl - IIIE 
Employer Cost = IVA + I VB + IVC v I VD - IVE - IVF 
Student Cost = MA +. I I lA + II IB + II IC + I ME + IVF - I IB 
IID " I IID " I MF 



In the case of government costs it is also necessary, to define where 



the costs are incur red^j^><r^T^ incur 
the costs and at wh^h levels (national, regional, community, etc.) are 
the costs incurred.' Form B of Table 1 attempt^s to find the distribu- 
tion of the governmental costs presented in Form A, 

•Mortover, it is necessary to examine not only total cost but 
average cost and marginal cost per stud^t. This requires information* 
on the number of students in the^program, both af its begjnni-ng and 
at its end. This information is collected in Form C. Finally, f-t 
should be noted that these forms include only cost data* They need 
to be supplemented by descriptive information indfcating the nature and 
Otitput of the educational programs being considered so that we do not*N 
fall into the trap^of comparing dissimilar programs. 
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Inst i (ut ion: 
trade Taught: 



yABLE 1. -FORMS FOR £STIttAT|NC COSTS OF VOCATIONAL TRAINING FOR YOUTH. 

forra A. --Total Costs. 



Oates of 

Year I 
From: 
To: 



Dates of 

Year 2 
From: 
To: 



Dates of 
Year 3 
From; 
To: 



Dales of 
Year k 
from: 
To: 



I . Institution CoJ4S c 

A. Personnel--Salary, fringe benefits and 
value of payment in kind made to: 

I. Teachers, group leaders, and other^ types of 
instructors 



2. Administrators 

(prrncipal, secretaries, etc.) 



3. Other institution personnel 

(janitors, tool crib keepers, food 
v^orkers, etc.) 



^. Adninistrators outside the institution 

(Minfstry inspectors, planners, adminis- 
trators of the progran at t]ig^-<:egional 
H^^^ nrttj£nnl levels) 



8, Operating Costs . * 

I, Office suppi ies consumed during school^^ar 



2, Travel by staff 



3. Transportation of students 



^. Roon and board 



S- 8u4ld^t^g inait^tenance and equipment repairs 
(gervera I .upkeep exclusive of personnel) 



6. Supplies provided by the school to students 
'(r^etal, wood, etc. used by the students in 
their w^'^'^at the school during the current 



7. Ki seel laneous operating costs 



Capital Costs , 



I 



6u i Id i ngs 

(a) cost of bui Iding^^f bui 1 1 now and 
expected U^^oi the building, or 

(b) rental v«^e of the building 



2. Land » " 

(aj^urrent capital vajb^ie and current 

interest rate, or 
(b) rental value of >^nd 



Equ ipncnt 

(a) . value of equipment if purchased now and 

its expected fifc\ or 

(b) its rental value 
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TABLE 






From? j Fromr 
To: ! To: 


From? 
To: 


From: * 
To: 


II. Opportunity Costs 

. A. Expected earorfigs of the students were they not 
*^ in school during school year 










* 8. Earnings of the students during schooji year 










C. Value of the services of volunteers were they to 
be purchased 










« 0. Takes' which are not paid because of reduced earn- 
ings (1) by students, (2) by volunteers 










U 1 . Student Costs 

* * » 
A. Roon and board (imputed value if provided at 
ho^e) 










6. School supplies (tools, uniforms, e(c.) 










C. Transportation to school and work 










0. Expenses which would have been paid were students 
not in school (rowi, board, work supplies, trans- 
portat ion) 




t 






E. Tuition if charged the fuM amount 










F. Transfer payments received by the students 

(welfare payments, living allowances, tuition^ 
reductions, other allowances which they would 
not receive were they not in school) 






- 




IV. Employer Costs 

A. STjpervi"sors salaries anxJ fringe- bBnefiTs 

for the 'time they are supervising or instruct- 
ing the students ' 










6. SuppHes and materials used as part of the 
t^iching process 










C. Wages and fringe benefits paid to the 

students ' ' , ■ ' 










0. Other costs of having students such as ■ 
overhead for space arid equipment 










E. Value of the students* normal output 










F. Payments received as compensation for the 
training * 

(1) from the g6vcrnncnt 
.•<2) from students 
(3) ot*her sources 






4 
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, TABLE 1 .--Continued. 
B*— Distribution of Government Costs by Agency and Level. 



Percentage Paid by Each Agency 





Agency, Level : 


Agency, Level : 


. Agency, Level : 


Agency, Level: 


wi A 1 

V^-- — 




— It 






A 2 










* 1 A ^ 


i 

1 


■ ^ 


\ 




I A ^ * 


1 








*l g J 






1 

V 




* 1 B 2 / 






\ 


• 


1 •O ^ 1 • 










1 B ^ / 

: 










1 B ^ 


^ ^ 








t B 6 


^ 




: 




1 B 7 , . 






\r~ 




1 C 1 










1 C 2 










1 C 3 










^ II D 










H! F 










' IV F 










III € 


• 









Form C. — Number of Students, 





Dates of 
Year I 
From: 
^To: 


Dates of 
Year 2 
From: 
To; 


Dates of 
Year I 
From: , 
To: 


Dates of 
Year k ' 
From: 
To: 


*Number of students^ beginning studies duri-ng 
the year ^ 








Ml 


Proport ion .of students beginning studies 

(a) who complete the year 

(b) who complete the program 










Proportion of students .who complete the pro- 
gram who are certified in the trade 1 








• 
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^ ^ .A Modest Research Proposal 

The preceding essay has outlined the shortcomir>gs of present 
cost analyses of non-formal education and has suggested how such 
analyses could be conducted in the future. The procedures suggested 
unfortunately have not been field fasted successfully. Forms somewhat 
similar to those presented in Table 1 were used on a limited basis 
by the author with some success. Problems arose, however,^ the use ^ 
of these forms .because the author had to collect the infqi^mation on an 
ex-post bas is- relying on previously cbllected cost informati.on which had 
been collected for entirely differentlpurposes and. which only provided 
information on a few of the cost categoVFes which were desired. This 
problem appears jiot to have been unique to the author since Philip 
Coombs in his studies for the World Bank mentions that he also had 
this problem'. .. .. 

Therefore, it is proposed that the forms provided /n Table 1, 
or improved versions thereof, be field tested in a limi^d number of 
non- formal and formal educational programs to se§ if they may be 
introduced as an ongoing evaluation tool for these projects; i,e.,^ ^ 
to see v/hether if someone will 'be given the respons ibi 1 i ty for^he 
collection of regular information on these costs, may the forms sub- 
sequently be used at the end of the accounting period to meaningfully 
compare the'^costs of formal and non-formal education. The following 
research procedure might be tried. 

First, it is suggested that these forms be i:eviewed by a" 
panel of experts in order- to identify missing categories. Then ' 
instruction forms would be designed describing each cost category and 
the^type of data to be collected. Next, five pairs of formal and non^ 
formal educational projects should be selected. Each pair of projects 
shouM be as similar a$ possible in. location, the objectives of/ the 
edudati^on, and in the types of students, Fjk/rther, it iS; probably 
desirab>l|^ for the five pairs of projects to be located in different 
countries t6 reduce the chance of nationa'l institutions affecting 
the outcomes. . ' 



46 



Jt would be desirable if one person at each-project was 
responsible for collecting the cost data neces.sacy for completing the 
forms. This person might be a university student who took the assign- 
ment as part of his thesis or an accountant. .It would probably. be 
•better if the person were no^directly involved in the operation of 
the edugational program b^use for such a person his operational^ 
responsibilities will probably' take precedence oveF the costj^'duties. 
In any case, the person will need to baT carefully instructed on his 
duties and will probably need the aid if a resource person who can 
answer questions as they arise in order to make the cost collection 
procedures uniform across projects. • ' • 

At the end of the year di'iscussions would be held with the 
project personnel involved in the costdata collection tb determine 
whether the forms wj^re useful and hoV^e'y might be. improved. Finally, 
if .the forms were thought to provide accurate information, cost com- 
parisons would be attempted between the ten projects reviewed and the 
forms Alight be introduced on a wider level.- * 
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Their failings are understandable, however, for it is often- 
extremely difficult to determine the actual costs of non- 
formal programmes, ^ One reason is that many of the, resources 
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programme . , 
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TRENDS AND ISSUES IN THE ECONOMICS 
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CHAPTER 1 ■ " 

I a 

INTRODUCTION 

•9 

Statement of the Problem: I ts Scope \ 
and Objectives 

The literature concerning Investment in human capital, educa- 
tion, and manpower planning frequently touches only peripherally on 
non-formal education; occasionally it treats it directly. After 
carefully surveying this, lifer&^ure, it is- the purpose of this study 
to describe and to analyze critically ''the state of the art" in the 
area of the economics "6f non-formal education. -Vfhat are. its strengths" 
and weaknesses? What is the rationale for the efnphasis on^ non-fornial 
^education? On what criteria can investment dej:isions in non-formal 
educatipn be nadej These are'among the questions which will be , 
examined. This focus purpose.ly excludes prime attention t<rsoclo- 
Icfeical, anthropological, and political facets of non-formal education, 
even though the significance of non-economic factors .in the dynknlc 

t 

setting of development and -change is r^cognized^ 

The parameter along which the study of i^ucarion by economists 
has usually been designed may her SisrratarrzBd -through thB use of the • ^ 
concept of reward—particularly, reward construed as income^ either 
immediately or eventually,^ More Specifically, we .may discriminate st 
least three ways in which reward>( income) may be allocated in .relation 
to education. (Education, in this' instance, esserftiai ly meanS employ- 
ment training.) " i 

<*" " * 

K Reward may be a long-term consequeilce of non--specif ic 
or very comprehensive edijcation. ^ This is the formal 
school inp model. • * * 

. ^. ^ 2. Revtrard may be a consequence of short-t^cm, highly^- 
specif ic education.. This rode! ma'y be called "job- 
training," recognizing that it has several subxTarieties. 
It may t^ke.place before or after e-nployment. tfmay 
provide income (below the jjlt i^tjS. level) or it may 
not, and so on. . , , 
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3. Reward may be co-e.x-tens ive with ed.ucation. This is 
the on-the-job training nxDdel. • 

It should be not-ed that the emphasis here is on del i berate 
education, and ignores experimental (informal) education. For the 
nvost part, this study focuses on a distinction between formal (0 and 
non-formal (2 & 3) modes of employment training. 

The underlying hypothesis to be ^amined is that non-formal 
education can substitute for and/or complement formal education both 
ir> more^^TO less developed countries^ Forj/nal education is essentially 
acaaeTiic (i.e., concerned pr imar i ly wi th abstract conceptualization). 
An education *'gap** results between education and employment before and 
after the recipient of education enters the ^job marke't. Formal educa- 
twon also sonnet imes reinforces existing social norms such as disdain 
for manual labor and rural I rfe in general.- Formal education, in 
some countries, encourages migration from rural areas to cities in 
search for employment v;here the market is already flooded with the 
'•educated unemployed.'* Furthermore, formal schooling has not been 
abUe to cope with the growth of school -age population. -If it can be 
demonstrated that the integration of formal and non-formal education 
is possible, it is hypothesized that this integration will reduce the 
above described probl^s of a signifi,cant degree. 

The purpos'es of the study are: 

1. ^ To demonstrate theoretically that non-formal education 

can substitute for and/or complement formal education. 

2. To provide a theoretical analysis for issues such ^s 
investment criteria and t-he strategy of planning non- 

7ormal education compared to for-mal education. ' 

3". To provide policy analysis wherever possible to 
facilitate decision-making and evaluation. 

» 

Non-Formal Education:' Its Definition and Scope 
Non*formal education is conceptually conipared to formal, 
traditional education which is clear in purpose and' means to govern- 
ment planners and educators. Given the formal structure of educational 
institutions and processes, it is tempting to view non-forn^|l educa- • 
t ion as a residual . 
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. . . non-zormaV education, as currently conceived by AID/ 
Wasbii^ton IS i. shorthand expressipn for the constellation 
■ !L^"'^; '''''' knowledge ^evelopn^t processes whicfi for 
^he most part^are external to traditional, forml school 
ZZT \ ^" over-simplified view is that it includes 
^ucat.onal training activities which normally are outside 
or the jurisdiction of ministries of education.' 

This definition fails to consider the objectives; nor does it 
consider the characteristics of "consciousness" by. the imparter or. 
for that matter, the learner. is, nonetheless, a beginning. Kl'eis 

and others carried this further as follows: 

enter'^^^tf f ""J^o" any intentional systen^tic educational 
enterpr.se (usually outside of traditional schooling) in which 
content :r,edia, time unit^, admission criteria, staff, facili- 
ties and thoir system components are selected and/or adapted 
^or particular students, populations, or situations, in order 
to ^;..:r,,ze attainment of the learning mission and minimize 
maintenance oi constraints of the system.^ 

This definitioft is more comprehensive but suffers the fault of 
confounding the product (education) with the mechanism (enterprise and 
system) without being very specific about the latter. It seems in 
particular to exclude education 'or learning received in the family" 
situation unless one presumes that Ihe home/family is ah "enterprise" 
andW part of the i 1 1 -def ined "system. " .Unless society is entirely 
regimented^ the economics of learrting incidental to family living (i.e.. 
art of speaking, neighborhood Jfvfna, etc.) Js. proi^abJy not manageaW^ ' 
because of the inseparability of both complex i.nputs and outputs. 
Although learning yields " 

ncrwledge m the form of cognition (perceived, interpreted) 
nd retained information), competence (intellectual and/or ' 
• fSf^^S^fi^ ^""^ colition- (value, attitude, appreciation or 
f^elin\ based on preferences for hcting or reacting) . . .3 

a definitio^ of non-formal education need not be so comprehensive as to 
include all |leanji/ng other th&n .th5t attained in formal schooling. 
Thus, we canW^lthat non-fortjal education is a conscious effort or an 
educational policy packag^w.ithin the overall framework of the total 
educational effort of a given community or state at a part icular" point 
or period of time (occurring' inLra-marginally or marginally in associ- 
ation with, but usually outside, of the formal schools and pre-school 
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family learning situation for any student {Population), the objective of 
which is to add to the tatal learning opportunities available in both 
•'consumption** and "capital .formiTig" areas. Symbolica lly ,. non-formal 
education can be identified as: 

N = T - F - .1 - R . 
wflere' 'N = Non-formal education (e..g., on-th6-job training) 

T = Total learning experience 

F = Learning associated with formal schools 

I =. Informal learning at home 

R = Residual (learning associated incidentally with exposure 
to the ^nv i rofiment , particularly important but not 
restricted to childhood). 

By ^'conscious effort,** we really mean organization and planning 
for utilization of resources for out-of-school education. For, the 
purpose of this study, organization and formality of tfie school- 
system are by no means the s^^. Organization or planning is needed 
for boU^orma^ non-formal education. As defined here, formal, 
traditional schooling is abs^t in» non- formal education. . Non-for mgl 
education and \^rk experiences are closely related with the former fre- 
quently directly contributing to greater skills and higher- earn ings. . 
Thus it is inmediatKly- relevant, motivation is maximized a-s the link 
between learning and re^^tard is evident. This is not to suggest that 
non-fp^TinaJ^ education shouW ^voJd dealing wit4^ A/ariabl^s having long-- 
terfn significance; . , ^ . . 

Professor Harbison's description is highly pragmatic although 

he approaches the topic as i'f noj^formal education were a residual: 

Huwan resource analysis is. cS^c^^tied .with two systems of skills 
and knowledge' aeneration: formal schooling and non-formal 
yaducation connotes agis-specific, full-time classroom attend-^ 
ance iit a linear , grad^ed system geared to certificates, 
diplomas, degrees, j^r other formal credentials^ Formal educa- 
tion IS easily defined. Its administration and control in - 
most developing -countries is lodged in a ministry of education; 
its costs are measurable; and its inputs and oAputs are easily 
identified. In contrast, non-formal education , which is prob- • 
ably best defined as skill and knowledge generation which take 
place outside the formal schooling system, is a heterogeneous 
conglomeration of unstand^di^o^ and seemingly unrelated^ 
activities aimed at a wide variety of goals. *i^on-formal 
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education is the responsibility of no single ministry; its 
administration and control are widely diffusedCthrougho^t the 
private as well as the public sectors; and its costs. Inputs 
and outputs are not readily measurable. Non-formal education 
IS, perhaps, oiie of the most "unsystematic" of all systems, 
yet an most developing countries its role in generating skills, 
influencing attitudes 'and molding values is of equal, if not \ 
grader/ i^mportance than that qf formal schooling. Indeed, 
perh5^, mdsi of man's development' takes place routinely and f 
often unconsciously through learning-by^doing , being instructed 
or inspired by others to perfcfrm specific t^sks through associ- 
, ation and communication with others or simply by participation 
in a community or in a working environment..^ 

But as Hfrbison expands his thinking into describing non-formal educa- 
tion, it becomes evident that his intent is to deal onl^with that part 
of the residual categorized as: *^ 

(I) activities oriented primarily to development of the skill 
and knowledge of members of the labor force who^axe already 
employed; \2) activities designed primarily to prepare persons, 
mostly youth, for entry into employment; (3) activities 
' des.igned to develop skill, knowledge, and understanding tihich 
transcend the work world :^ 

Since our main thrus* is on theeconomic aspects of rton-formal educa- 
tion, an illustrative ''check-l ist"^ of action orientated non-formal 
educational services by the various sectors. of the economy such as 
agriculture, industry, health, labor and social welfare, etc., is 
helpful. 

Before discuss mg economlsTi*^ercept ions, it is useful to^ , 
highlight educators; vifews of formal as opposed to non-formal education 
in order to get insight into the problem, 

1^ ' ' • 

Educatot^S^* Percept iQ)n 
There are at least two d fstindt-^chools of thought among edu- 
cators on the question of schooling. One argues that learning is a ' • 
life-long, continuous process. Both formal and non-formal learninq 
styles co-exist for this group. A, great majority of educators such 
as Havighurst, Bremb^ck, and Adams hold this view. -To them, 



historically schools as we know , them 4re relativ^ely newcomers 
on the human scene. The act of learning, however; is as old 
^s man himself. The human environment has always provided 
the stuff of reaming, and the continuitu of culttire testi-' 
fies to the effectiveness with which men Team from one 
another. 
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The need, therefore, is to see learning in terms of life spans rather 
than ju§t a few years attendance in a school Another group of 
^€ducators argues that t^e current emphasis* on the highly structure( 
formal schooling indicates a serious lack of an organized search f^r- 
non-formal atternat i ves. From the standpoint of the' al locat ion of 
resources, contfcversy exists essential fy between invesdlnent in man 
and investment in machines. Experience shows that often the latter 
wms, because the return is quicker, more tangible, less risky, and 
for machines there is little of the consumpt ion- investment confusion. 
Wha'tever resources are allocated to education in both advanced and' 
LDC's, most go to formal education and the.non-forma 1 segment remains 
neglected. 

» Disillusioned wkth the structured formal schools, writers such 

as lllich^ and Reimer^^ advocate "deschooHng" the sociiety. According 
to Mliph, schooling as opposed to education has become the modern 
dogmas the pupil >s schooled to confuse teaching with learning, a 
diploma with competence. 

■ ^ His imagination is^ schooled to accept service in place ' of 
value, medical treatment is mistaken for health care, social 
work for the improvement of community life, policy protection 

^ for national security . 1 . not onlv edacatioo but social 
reality has itself become schooled. 

His suggestions for reform are also radical. They include legal aboli- 
tion of schools; prohrtition of discrimination on the basis of prior 
schooling; creation of a '"bank" for skill exchange and peer-matching 
by which the learned share their knowledge Kith those seeking insfruc- 
tion; institutionalization of skill exchange by creating fr^e skilV 
centers open to the public; consultancy by elders with regard to 
which skill to learn, which method to use, etc. Further, he suggests 
that proper planning, incentives, coupled with a network, should be 
developed to start not with the question, "What should someone >^n?" 
but with the question^ "What kinds of things and people might learners 
want to be in contact with in order to learn?" A similar sentiment rs 
expressed by^. Reimer, in^his book School Is Dead. He advances four 
main reasons for abolishing schools. First, schools create social'^ 
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discrimination. UNESCO data indicate that most of the children in 

. the world are not in-schools. No country in the world can afford the 

^ education i-ts' peopl e want . Then, it follows that d i'scr iminat ion. ar Ises 

'in-providing schooling for some but not for others, second, school 

increases inequality in the distribution of income because it is the 

privileged who generally go to school longer and because costs 

increase with the level of schooling. Furthermore, schools are 

supported largely by general tax€S that fall more upon the poor than 

their direct incidence suggests. 

In Bolivia, for example, one half of all public adiocations 
for schools are spent on 1% -of the population. The ratio' of 
educational expenditures on the upper and lower tenphs of the 
population respectively, are^about three hund-red to one. 
Most parts of the world are nearer to the Bolivian . 

situation. Third, a little school ing 'can induce a great deal of dis- 
satisfaction. In i960, hal/ the children who 'entered school in Latin 
America never started the second grade. - Three-fourths dropped out 
^ before they learned to read. Going to school rfteans leaving the tradi-' 
tional life, moving to a different place, laying aside physical burdens 
foi; the work of the tongue and the mind , exchang rng traditi-onal food^ 
clothing, and customs for those of the larger'town or distant city. 
Last; school requires conformity and has become the universal church of 
^technological society, incorporat iii^ and transmitting its ideology and* 
conferring social statos in proportion to its accep'tance by the people 
involved. Reim'er concludes By saying that ^ 

•the major threat today is a world-wide monopoly the domina- 
tion of man's^ mxnd. We need effective prohibition of a 
scholastic monopoly, not only of educational resources but of 
ihe life chance of individuals. ^ 

These criticisms of formalized and highly structured schools 
are appropriate. Perhaps, consciously or unconsciously', through i'ts 
fnonopoly^n education, elements of societies are using the school 
system to\naintain the barriers between "have" and "have-nots." But 
dismemberment of, the school as art institution does not necessarily 
follow- The case is overstated and certainly ignores -the complemen- 
tarity and substitutabil ity between formal schooling and non-formal 
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edqation. Thfe .suggestion for^creatlon of 'a ''skill bank" thrpugh an 

.organization nfay mean^ in its ultimate analysis, a sort' of formaliza- 
\ ♦ • • ■* 

tion. Again, eoycaticfn wit-hout school may well create* soc ia 1 

discr imina-t ion, becSU^e it is the rich who will.be in position^© 

employ tutors for their \h1 Idren. Second ly ,- they seem to ignore t) 

interrelation of efficiency and conformity in a modern complex sociy^ty, 

The loss to society in its search for efficiency in learning fs 

degree of -d ivers i tyr-presumably to be reintroduced by non-formal 

education. There is. a *'trade-off" between diversity and efficiency, 

and both are values vA^rth seeking. The need^ then, is to see learning 

in terms of total learning experience, in which the potentials of 

formal and non- formal education are recogrlized. The bold provocative 

thought on de-school i>ig" society provides a powerful antithesis to 

formal schooling, but what may be' needed is a synthesis--an optimum 

educational mix. . \^ 

. . . the contrast between advocates and critics of ^ 
dexscbooling is ^^contrast in philosbphies of life more than 
•a clash between those who want schools and those who do not. 
There are those of us who advocate trust in man,^ the foster- 
ing of diversity, a belief in man's innate curiosity, and 
' propensity for risky and unpredictable change. And, there 
are others of us who advocate trust i-n institutions, the 
development of more efficient schools^ a belief that man 
needs external motivation and predilection for planned 
rational controlled c7}ange\ , . ' • 

This brings us to the discussion of economists^ view of non- 
fArmal education. 



The economi 



t 



Economists* Perception 



^^lO view non-formal education from at least th^^ee' ^ 
evels and can approach the problem arising at leach level. Fi(-st^ 
he may, be concerned with the aggregate or "macro" leve.K This implies 
the study of, the complete, integrated system of non-formal education 
(if such thep^ be). In this case> main elements are the total number 
of educational inputs such as total student populat ion ava i 1 abi 1 i ty 
or funds, etc. flo attention is paid to what happens to a particular 
program relating to on-the-job training or the psychological processes 
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of the students involved in a particular p/^ogrant. Thos, at mac'ro. • 
level, •ecoriomisVs ar^4 concern^ wfth' the appropriate level of irivest- 
. ment in hurpan capita'l as It relates to national manpower needs.' 
^ At the other extreme is the disaggregated, segmental, or' ' 

''Tificio'' level.. It concentrates on analysis of individual programs or 
institutions, on problems concerning the effectiveness of expenditures 
in reaching state>i (hopefully) objectives. TrTe<return" from a train- 
, ing. program for foremen in a particular factory isTlTexample of the 
sort of concerns in this level of perception. This, incidentally, 
very closely resembles another academic box, viz., "administration." 

The third perception is intermediate in the sense t^at it is 
concerned with less" than the aggregate but is concerned with sets of 
homogeneous elements-of the micro universe. For some purposes, the 
jjinding characteristics might &e the nature of the suppl ier— e.g. , 
private financing of non-formal e^^s^Uon . N^r it might be func- 
tionally defined, e.g., literacy train ing^egird less of sj^pWer. Of, 
it might be defined in terms of the user, e.g., programs for 'business. 
There is considerable latitude in this category for defitiition of . 
particular sets of. programs depending on the interests ahd needs. 

. Th^e thrWe categories are reasonably clear, and distinct and ' 
they permit diffe/ent kinds of analyses to be brought to bear and the 
.as^<ing of xJi^H^^t questions. Ba.sTcally, though,, the fundamental 
problem is one of th^^rcity of real resource^" wi thi n non-formafedu- 
cation and for noB-format>^ucat ion .in comp?titioTi with other activities. 
The central .theme at all levels is that fundamental to most of econ- 
omics: the problem of -wise allocation of scarce resources and their 
proper management. The problem is just as- real, in the ar^a^ education 
and training as it is in agriculture, industry, publ ic ut i 1 i ties. But 
because of the nature of investment i'rh human capTtal , it presents a 
more complex -probl em of evaluation. ^ 

4 

With this brief introduction of economists' perceptions of 
"non-formal education, we. turn to a d iscuss ion.of method of analysis.^ 
Then we s-hal I discus"? the rationale of an economk and social theory 
of non~ forma 1 educa t i on . . • 
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On Methodology and Assumptions • 
The term **methodol^ogyJ* refers to the techniques and procedures 
employed in the oonstruction and verification of the relevant educa- 
tional and economfc prirtciples^ ' In passing," this study does not 
attempt to test correlational or experimental hypotheses of human 
interaction. But the study seeks to develop an economic and social 
theory applicable to non-formal education thereby providing modes of 
conceptualization for seeking, describing, and explaining empirical 
data. 

4 

The data and sources used are secondary. The iTw4n sources are 
books and journals on economics and education, government documents, , 
publications of UNESCO and OECD, occasional research^papers of various 
U.S. research centers, and some unpublished papers mainly by professors 
of Michigan State University. ^ 

. A careful review of the exist ing /.scanty literature oh the 
economics of non-formal education provided a starting point for data 
anaf^sis and conceptual frameworks from which theories are generated. 
Theories developed in this study are specific, sharply focusdd on the 
area of non-formal eduction, and they are not int-ended to have wider . 
appl Jcabi 1 ity. Theory i^ expressed by a series of statements supported 
by evidence wK^ver possible. This evidence ic organized either by 
applying the deductive or inductive method of analysis and is -not 
verifjed by frequency of occurrence, • 

There is little literature on the economics of pon-formal 
education. Intuition, speculation, and experience supplement this 
literature, and t.he- text is in part expected to be inquisitive rather 
than definTtive. With this general observ^ion, the underlying logic 
follows und^r the general heading below. 

Method of Analysis 

As for method of analysis, the research' can be conducted 
either by applying the ana^ticat or deductive, technique of analysis 
or by the femf^rilcal or induct ive /method of inquiry. The major point 
of d if ference/tAtween deductibn ari3 induction from the viewpoint of 
logic ^e welfl s^ted by Gee: 
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By d^uction in logic is meant reasoning or inference from the 
general to the particular, or from the universal to the indi- 
vidual. Still ^more specifically deductive inference signifies 
reasoning from g^ven premises to their necessary conclusion. 
^ I-nduction is the process of reasoning from a part to the 
^ whole, from particulars to generals, or from the individuals 
to the universal. ^ ^ 

Th^re is some disagreement among economists and educators over 
the relative merits of the two methods. -One group feels that no 
aspect of economic theory is amenable to verification or refutation 
on purely empirical grounds. But economists like Colin Clark^^ 
argue that the inductive method is the only scientific method of 
analysis and thaft- at each step in a chain of analysis econonvi^heory 
must be proved empirically. But "the ten^r of present thinking i^ 
that they are complementary. That is to^ay ?hat/ deductive and 
sta'tistical methods are mutually reinforcing.."'^ 

I have adopted both the , deduct ive and inductive method of 
analysis. For example, the deductive method requires application of 
three major steps such as (a) postulating of assumptions ;'-:(b) deduc- 
tion of reasoning from -given premisG-s-to thei^ necessary conclusion; 
(c> the testing o'r verification of these conclusions against observed 
facts. 

The main assumptions underlying the study are as follows: 
.1/ Current formal schooling is not capableLUifjuroduc ing all 
types and quantities of educational output a modern society or 
ecpnomy needs. This can be treated either as an assumption or as an 
hypothesis to be tested. it is-an assumption-. Assuming the 

adequacy of formal schooling would have made concern with non-forma-l 
education un>iecessary "by assumption." 

2. The different learning environments of formal .and nori- . 
formal educa-tion can co-exist in a society^-a s6ciety which is.neutra-i 
to formal and non-formal learning styles. .Nop-^formal education 'is 
usually thought of in terms of the delivery system, but it can also 
provide a different learning style.' A formal, structured, and graded 
system of schooling tends to produce a kind of learning atmosphere 
which may be al together absent in many ncJn-formal education sitqations 
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le.g., learning on the job). Societies, of course, generally are 
.not neutral. with respect to formal a/id non-formal educational modes. 
As a matter of fact, education in both the Western and nqn-Westerji • 
world is highly structured in part bgcause of the "diploma mentality." 
And because of uncertainty, anxTety, and sociaV rigidity, non-formal 
education is TOt cprfsidered on ^ par with formal, education. This ' 
assumption simplifies the analysis and seryes to stimulate examination 
of the roles of non-formal -.education. 

3. Another important assumption is that of "other things being 
equal," which i-s a common device of economists. Conclusions can be 
deduced, when peripheral .variables are held constant. Generally the 
theoret\cal argument contains parameters ' ^ or data v5hich are taken .as 
fixed; it contains exogenous. variables , vali^s of which are determined 
outside the system,, and it. also coTU^ains endogenous varrables,^° values 
of which are imphied by learning situations. 

Again a number of relat ionshAs i^-'cof^sSdered such as thbse 
between education and employmeat, be/b^^n deniartd for and supply of 
.skills both at the micro- and macro- l^/rets . T have deduced the con- 
clusion ^hat non-formal education can be an ef-feqtive alternative to- ' 
formal -erfi»e^ion. Although this broad cone I us i«n* has not b^bn verifi^ 
by conducting a ^'coijtrolled experiment"- yet 1^ t/.led to adop.t an 
inductive method of analyses- wherever possii>ie. Tfri^WenBraJ iza-t;ion 
is also t^^ed^^e<at least "checked"-aga i nst whateve/ secondary data 
there is. . ^ " . ■ • 

f^'^^lly, since rescjurcey are lim^^ed, the amounts and . " 
\kYhds^j^educ^,on to. be proAded are substas^ial public policy 
•■ ^s. This is really thevt»feart of. the matter and Is in Opposition 
to c^mptioos that ttTSTej/e no jimits'on ethication which should be • 
social^^ly provided. 



A Brief Review of Literature 



"The ^recent surge of, interest* in rion- formal education reflects 
the ge^neral concern of both educators and ecorton^is ts . . As stated * ' 
(er, educators.are Sharply divided on the ^v^-hoJe question o( 
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schooling. The works of educators such as Havighurst, Levine, Curie 
Adans, and Don Adams are indicative of the fact that, learning through 
formal and non-formal modes may co-exist side by side. Another group 
of educators, .e.g . , 1 1 1 ich and Reimer, advocate the complete abolition 
of schools on the grounds that spools are discriminatory, irrelevant 
to preparation for actual life and jobs, that they seek to maintajn 
an*elite cc/ntrol in society. 

Econonists, however, favor the idea- that* both fbrmal and non- 
fornal education can be a source of supply of skill in the market. 
Despite the difficulty of isolating investment from consumption and 
other problems involved in the complete acceptance of the hymart capital 
concept until recently, the v/ork of T.' W. Schultz is the pioneering work 
in this field. 

Although- the literature on the econanics of formal educatipn 

has greatly increased in the last decade, very little has been done 

with, tiie econoniics of non-formal education. The several works of 

Harbison, Myers, Bov^man, Eli Ginzberg, and others have shown that 

hupan resource development is possible through both formal and non- 
21 22 

formal education. Solow and Denison have estimated the role of 

education (particularly formal education) by measuring the aggregate 

gSins in the.-product i vi ty of a nation's labor force. They hold the 

vl6w rhal the Improvements In productivity which are not dye to an 

increased capital goods stock must be due to Improvement ?n the 

quality of labor- force. They coniiude that formal educatioji is Vhe ^ 

main reason for this improvement in lab6r*s quality. This conclusion • 

.is based on the assumption that earnings differentials within 'the 

working, force ^re due to differences in formal education whiCh is, ^ 

at best, only pO"tially true. Skills have historical ly* been acquire.d 

on the job, and .formal schooling simp'^ arose ogt of the experience 

of non-formal learniqg. 

^The^value of on-the--job rtra i n ing has not, hovjever , re<^eived 

much attention from.tlTe 'economists. Some studies have been ^-nade to 

' * 1 

calculate the period of on-the-job training indiriectly by dedutting 
pre-school and formal school attendance period fro^i the worker*s ^ge. 
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This does not pf^ovide tfs v;»th any useful information on the measure-^ 
ment of on-the|job training as it Is based on sojne faulty ass"umpt ioi>^ 
First, it assun^s that workers join the Fabor force TrnTiediately od ^ 
getting out of School and that' they continuously^ reniain in training. 
Second, no attempt is made to discount the time likely to be spent due 
to frictional unenaployment or t{ie**time used by the workers for pure 
consutj^pt f on Ti.e., leisure) purposes. 

The inportande of the on-the-job training poses problems o 
serious nature for econo-nists dealing with education. These problems 
are yet to be solved. ^ 

Machlup identified three types of on-the-job 'tramrng : 
la) on-the-job training from experience, some of which is Unavoidable 
and does not constitute training, (b) on-the-job training under the, 
guidance *and care of senior v^^c^^kers in the same line of production, 
and (c) off-the-job training which involves th^ provision of classrooms 
inside th^ factories. Machlup's concept of on-'the-job traiaing which 
forms a significant part of ^non-formal education seems to too 
narrov;, fpr two reasons: * ' • ^ 

irst, the unavoidable job experience should be treated as 
nqn-formj^l education. He did, of course,, recogni ze fuUy the si^ni^i-^ 
cance 06 labor mobility associated with-the experience df the worker. 
Furtherpore\ the work experience tef>ds to increase einploym^nt an^ 
the earnings pptential to family heads. 

I Second, off-the-job traininjg can be, arranged either by 
particular firm or by the industry as a whole* In thislregard there 
exist'^ the possib'i 1 ity of such training both vertically anrf 
hor'izontal ly . 

Gary Becker discusses two types of on-the-job trraining: • 

genera F and specific. According to him, 

goncral training is usefvl in many firms besides those provid- 
ing for' It; for example, a n^chinist trained in the arny fiends 
his skill of value in steel and aircraft firms and a doctor 
trained (intorned) .at one hospital fmd^his skills usef^al at 
other hospitals* , * 

Aga i n » ^ f 
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I; ^"^^ productivity firns providing 

2t uzU be callea specific trazn^ng. .Completely sZaific ' 
traxning can be defied as tr^n^ng that has no /^t on ^h. 
productivity of trainees that .ouM be usTfirjot^el 
Becker argues that in Competitive n«rkets employees pay all the costs 
or their general training on the job because they receive lo-wer wages 
,than they would be able to earn working ..full t in,e" (i.e.. without ■ 
training t,-.e) at another job. Becker's theory can be criticPzed on 
the following four grounds: It appears, however, that the fir. which 
arranges the training also bears the cost of this training in that 
th.s training .^y be utilized by other firms. In other words, the 
expenditures on training (whether or not they actually are borne by 
the labor forc^) generate economies external to the firm.^^ 

Second, it is implicit in his ana lys is that, general training 
<s going to be a r.ore important phenomenon than* speoi f ic training 
•The ^ood place to receive "general kinds of trailing is the forn«l 
school. This analysis ^uggests. at least "one force favoring the . ' 
transfer from on-the-j96 tr^inin^ to amending school/'^^ . 
■ . Tf^ird. BV<er's neat' d i st J nc-t ion be'tween st^edfic and general"' 

training ignores the possibilities of unavo?dabl e' "Vearn ing- by 
looking" and^rience. This aspect of labor training is significant 
both fra-p the viewpoint of r^ility and qda-lity of the 'products Job 
experience t^nd . to it,creasB ia^r. mobTlTty. Farther, the firm can ^ 
n^easure the cost of inaintaining the- exper ienc'ed and inexper i'enced 
worker, it v-s conceivable that firms could measure the quality df their 
outputs. 

■ ^ LastJy.'BecW^s analysis of specific tra 5T,Jng for a specific 
job in a specific industry 'causes -some d if f itul ty .- Even "in equJlibriun, 
where demar^d for and supply pP. skilled personnel are equal, an.- 
empleyee can quit his job or be fired, thereby disturbing the equi- 
librium. This suggests that there Is a zone of bargaining which is 
not explored by Becker. . . 

^2 that, need^, to be assuhed to maA-e' Becker* s theory applicable ' 
, CO the r-eai w-orid is that (a) general trainees are pax d less 
than the gozng rate for performing s^n>e skilled task and that 
(b) specific ^raxnees tend to be paid^above tlH> going rate in * 
the firm providing specific trainiog.^^ ■ " 
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Nevertheless, his analysis Js powerful enough to undertake meaningful 
' econoftitc studies of labor training, wage^determination, labor con- ^ 
tracts, fringe benefits, etc. Mary Jean Bowman comnented on the 
Becker s-tudies: 

There are many imperfections in th^ir work, but it nevertheless 
is a2% important beginning indeed, it mag prove to be a critical 
breaKSihrough in the development of tools for analysis of the 
roles on on-the-job training and ultimately also for broader 
comparisons amng societies that differ substantially in their 
educational and training systems. When all this is said, the 
fact remains, nevertheless, that the economist alone is not 
likely to get into the intensive analysis of variations in the' 
roles and efficiency of differing kinds of schooling and their 
relation to oa-the-jo2> training that are of vital interest to 
* many educator s.^^ 

Another point which needs further clarification concerns the 

chQice between the two types of c5n-the-job training: general and 

specific. A clear cut answer to this question of choice may not be 

possible. But rn a rapidly chanrging technological society such as 

the U.S., e;nph3sis on specific types of on-the-job training is-not' 

recommended. More and more emphasis should be given to a general type ^ 

of on-the-job training. But a problem arises* Why would firms train 

pepp^le on the job for others in a campetitiVe market economy? .The . 

manpower implications of such trainitig, however, call for social 

intervention by the state in the form of tax /tncentives^ and other ^^^^^ 

fiscal and monetjSry incentives. ^ 

Lastly, Jacob Mincfer tried to deveTop theoretical and 

e-npirical analyses of education and on-the-job training with emphasis v 

on their effect^ on earnings, employment, return^ and other econom&^'<.,>$i-,^ 

variables whicf^ fcre only a segment of the Qon-formal education. Thi^ ^ • ^ 

has been expafrrfed in Chapter IV where his works have been examined in, 

soTT^e detail /a long with the works of Borus and others on cost-benefit 

analysis 0/1 training and re-training the unemployed* ' . , ' . 
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economics, a profit maximizing firm js in equilibrium when 
marg.na.1 receipts are equal to niarginal expenditure. But once 
the element of on-the-job ti-aining isT introduced , 'the time facto'r 
has to be considered. Because there might be inequality between 
receipts and expendTtures in the. short run', firms may find it 
worthwhile to impart training on the job if "future receipts were 
sufficiently raised or future expend i tur^es are sufficiently 
lowered so as to bring out ^n equilibrium between marginal 
products and wag^s in the long run. J.n symbols, Becker stated 
this equal itr4»etween present va I ues of receipts. and expenditures 
"as fol lov/s : ' • ■ . ^ 

fi-l . n-i\ E ■ ' ^ . 

,fo ttttt:^^ = . TTTih7 ■ ^ ^ 

where E and represent expenditures and receipts during ' 
period J + 1= the market discount ratio, "n" represents the" ' 
number of .p^Jpds. . . - , " ^ V , ' 

Clearly the equation states that the present value of marginal 
products stream would have tp be equal to the present value of ' 
the-wa^e stream. . , . . . ^ 

HevL!ti"5i"ii;6?)T -^"-v^-»= 

Mark 81^9, An Introduc^on to the Economics of Education 
(Baltimore; Hd . : Penguin Books, 1972), p. -193. ' '' 

Mary Jean Bowman, "Converging Concerns of Econoraists and Educa- 
tors, comparative S^ucation Review (October, 1962) i reprinted 
in Education and the Economics of Human Capital, ed by R A 
Wykstra, op. cit., p. 65. . - / . . • 
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CHAPTER -f f 

TOWARDS AN ECONOMIC AND SOCIAL THEORY 
OF NON-FORMAL EDUCATION 

Implications of Non-Formal Education 
. * Npn - forma 1' education can do many things, fill many holes. 
It is coQveAient to approach understanding it and its implications by 
describing iVs function's in terms of various deficiencies or deficits 
or wh^1^-i.J^avV^ to call "gaps/' TIj/ise inter-related gaps are ^ 

the fol lowing: 

a. Job gap 

b". Efficiency gap 
^c. . Denand/supply gap 

d. Population and cost gap 
*e. Wage gap* 

f. Equity gap ^ v • • 

g. Adaptability gap* 

' ^ Evaluation gap • _ 

i. Expectation gap 

I. 

Job Gap i " . ' ■ • • 

\_ , Non-form^J education^ 5f pr<>perJy p-lanned-, can |>4ay a ^st^- - ^ ^ 
rrlfioant role m reducing* the job gap— a gap caused by education 
outrunning employment, for .both the employed and those who are^y^t to 
b6 in t>be, labor market. ">n^ang ladesh , for example, -non-forma-l 
educ'ation might be used for retraining^^the over-educated unemployed/ 
underpiployed to ^the end of rpaking rnore^ people employable. In $ucJi * 
circumstances, non-formal education may bfe an alternative or •comD1e- 
ment to fdriftal education. This aspect of non-formal education*' is .* 
discusse'd tLith theoretically and empirically. 

* Th^dret real ly, nonrformal education could fill, the educa- ^ 
tional gap tb a -large extent. It is argued that formaM schooling is 
producing skills and knowledge which are not' j'ob* specif ic- tThisMs* 
particularly 'true ^n unplanned etonomies, 
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The education gaii, as demonstrated in Figure \ may be seen 
from the mj«ro viewpoint. We are depicting here an hypothesized 
relationship between the skill of an ind'ividual worker and job 
qualifications required by a typical firm in a changing economy. 

"^^^ reason the ]oh requ i reijient curve (EE) is positively 

sloped IS because the job requirements of a technological society or 
X<^a^4eveloping kocTety tend to increase through time because of a 
high(ij-^and fo\ skills or because of the increasing complexity, 
sophistication^vaXfJerentiation, and standardization of the product. 
The skill curve (SS) is shOj;<;n negat ively sloped because eWated 
workers initially may hav/ nore skill than the job requ i res \i . e. , 
gap left of P). The individual workers may not keep pace with\be 
demand for skill actua 1 1 A requ i red by the firm over time. . \ 

It is assumed here that the individual worker concerned is* 
not atte-Tipting to up-date his skills through non-fornial education. 
This seems to be a realistic assumption supported by the fact that 
the U.S. has several times undertaken retraining and skijl uptdating 
programs. Incidentally, even ifypne postulate5*rio loss of •sicil 1 
(i.<^. . SS is horizontal), the tW gaps described remain although 
their sizes-are smaller'. 

Non-formal education may be an alternative or substitute in 
fillJiig up the gap to the l^ft of P: f^rhap^. persons^produced under 
a graded curriculum in formal schooling are tJ^ highly qualifii^J. 
Possibly, the training of craftsmen .for modern- sector activity can 
be carried out either through apprenticesRip arrangements or b^ some 
Uss formal means of learning on the job. "Subst itutabf 1 f t ies 
between vocatf<^al training on ;the> job and in-school are not as 
extensive as isVten assumed. This is the source ot many fal lacious 
educational recommendations, ^^^rtool s ar^ wel 1 adapted to prepare 
men to be able to learn^on the ••Filling thevgap«' .in th-is sense 

means utilizing resources used for producing redundant skills to 
produce 'more appropriate ones. Despite the fact that education- is $ 
corr^plex social product, here education expenditures for non-formal 
education are seen as investments. » 

/ 
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Figure > •"Hypothesized relationship between job' and skil l fr*on, n,icro 
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'\ Here X axi's represents chronological time in which society is experi- 
\ encing social -^c^nomi^ develtjpmenT:;. eiy.sexperi 

Y axis represents acquired skill at a particular point of time 
assujed to be given: 'not ta be changed by any kind o? ed^ca- 
tionaWograms-formal or non-formal; . ■ 
At time O.i^e econoniy is under-developed; 
P shows ecH^ality between s^kill and job; ' ♦ 

EE represents job requirement curve as economy develops job 
• f'oHTrmr' ''''' " ' increasing technical know-how 

SS represents skills *hich tend to become obsolete time if 'no- 

effort .s made to Spdate the skil^ls by the individ^l; 
R shows arbitrary ret trement^ge (e.g., 65 years); ' 
KLRM shows 'open zone after retirement.- 
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Non-formal education can largely serve as a comple{nent in 
. filling the education gap to the right of P^^ ^The category of program 
for development of employed manpower would include various activities^ , 
^ such as in-service tra i^ ing^n ,manuf^ctur i ng , construction, govern^ment 
and semi- gdvernoTen^ agencieS, agr icul tijral extension to rural areas, and 

(increasing fac/lities .for *']earnjji^by doing." This is also seen as 
an investment.^ As Kenneth A^ow argued in his ^'Learning by Doing," 
"human resource developme^^t^^^a function of the sti(?iulus of con- • 
•tinuously changing technolog ie57^:5^ad^these are ^assoc iated in turn' 
v/ith gross rates of , investment i n phvrsT^^:s4:::;^<gH:a 1 /" Mary Jean* 
Bowman also argued that 

' strategies developed in disregard of what exists an2Nj3^^t<^^ 
done outside school doors are disregarding important compis^^;;^^--^ ► * 
mentarios and are not likely to be the most efficiqi?t. This^^ 
is not just a matter of curricfUlum adaptations. Our i^^iorance 
is great here but there is also mch unused knowledge. 

Non-formal educatibn can also serve^a^^ a complerjient in 'filling 

the gap of Open Zone which refers to the period of>tTe after retire-^ 

ment- S ince^-educat iona 1 expenditure \/^tsh^t\y prod'uct i ve-j,n the 

• . economic sense, this is seen as pure c^sumpt;ion expenditure. 

Even if we Jook aJy the problem from a macro viewpoint it is 

possible to conceive of tlU gaps between the demand for and supply of 

sWUs, particularly if^sthe>^^s• This ]s demonstrated graphically , 

in Figure 2* 

In some situations, particularly in the Far East; we see the 
situation represented to the left of AP- whoj-e the educational gap is 
"positive." More 'ski lis are provided by the educational system than 
are required, leading to the curious and dangerous phenomenor^ of the 
"uneifiplpyetl" intellectual. This is, i^will be noted, a problem qf^ 
quality rather than one of quantity in terms- of the skills produced. 
Beyond some levels of development (AP) , the demands for skills become 
/ greater than that provided through th^ traditional style. This may 
be a matter of both quantity and quality.' 

Even If we Consider a planned, econom^ such as the U.S.S.R; 
where schc/ol ing in its broad^sense should, d ischarge a flow according 
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to job requi cements, the understanding of the complenientary and substi- 
tutability aspects of non-formal education are important ./imply because 
the educational gap is bound to develop beyond a certain point as is 
shown in Figure 3. ) 

In Figure 3, both the education and employment curves 
remained one and the same up to- the poi^nt P; after tijat a gap has been 
creatfed between education and employment. The reason js that in a' 
planr/ed/ economy, formal schooling was in a position to establish a 
link with the pl^n which is usually drawn .in terms of five yfears. 
Even If this plan for five years is drawn within ^he rtj^rspect i ve 6f 
twenty years as we find, in ^hecaseof Pakistan, the ^^Sat iona 1 
is still likely to emerge because a specialist is 1 i kel y to hi s 
skill over a long period of time (say, 30 to .35 years), jif he does, 
not systemauical ly make an effort to up-date thi s'^ski 1 1'/i t Ps likely 
to be obsolete by the time'TDf his retirement'. Evident^ there is-an 
implication for non-'formal education. 

Undef-stand ing these aspects of non^formal education will 
enable us to understand the price mechan i sm, ^las tTc i ty of dema 
and resource j^Wcat ion. When non-formal educatiprlal programs "Jre 



Acqu i red 

Skill 

(givgn) 





Employment or job 
requirement curve 



Education or sk'ill curve 



time 1 ine 



Fi^uce 3-""Hypothe^ized relationship between education and employment 
^ in a' planned econorn^^. 
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an afternative or substitute soured <5f ski 1 1 s ^a Labi e in the job ^ 
marketv the demand Pbr non-formal education wi 1 Twiner ease, if the 
/price of education thrpugh formal school {ceteris paribus) increases. 
This increase in the demand for non- forma 1 'educat ional output will be 
greater, the greater are the possibilities of substitution between 
educational output produced ^ formal and non-formal mod^s of l-earn-* 

. Th's arises simply out of , th^ suBst i tutab 1*1 i ty characteristic. 
In other words, if the educational outpu 14 produced by both formal 
^nd noq-forma] modes of l«srnJng are close substitutes for each 
other, a rise in" the price of drfe output results in'ai> increase in 



(he de^nd 
price. 



the other wiih a con&equernt, determinate rise in its 



But tKe reverse is the case^if educational outputXnd services 
produced a re^ complements. The rise in pr.ice of one educational put put 
wf-ll l^ead to .the (fa m in the demand for the other. For example, the 
demand for e^x 

.less of it i^^^u^ed^- The measure of the respok^^vgfless of one vari 
able to chan'ge in another'^nWar as* the educatiofial ot^tput is 
explained in terms of cross- ela^fTcj ty' of deman^..*^ In\the CQ/rtext of 
educat ionaUoutput , we are concern^ with the demarfd f^'^^xtvr^ormal 
educational output as U is affected* fay a price change foK formal 
■education (other thin§5 being equal). Th|is concept of cross^elasti'city 
of demand can serve two purposes: Firs/: 'it can indicate the degree 
of substitution between formal •and non-formal educational output/ It 
should .provide an e\4sJluative measure of gaps in the chain of sufakti- 
tution betvseen forrr^l /and none forfnal i^ducat ional output. S<?cond X J t 
can help resolve the^rfpblem^f allocaticTn of resources. Cross 
elasticity can be posiiiv^e or negative, 
demand 
when 




When ^ross elasticity of 



positive, two coTT^T^od i ties jar e likely to t>e subst i tut,es, and 
is negative, tvx) c5nTT>od i t ieiVare likely .to be coirplen^nts.^ ' 
Thus if^ojg^al and non-fornfal educat iorfaP output are close 
substitutes a "^'VSJ? price of formal ^educational output- is likely 
to Vaaii^^ the^ij^^^se in demand for' non-formal educational output. 
This IS th>N(^se of* positive cross .elast ic i ty of demand* Again on 



the other hand, if uk> educational outputs are complements, an 
increase In the pr hce of educat lona'l^'output f ro^ formal schooling is 
Hke.ly t^^-dhcroasc in the demand for' non-f;^r?a I educat iona 1 -output . 
Thi^eJhs negative cross-elast ic i t^f dernand. For example, bankers, 
forest ran/ers, auto mechanics, bus Ir4ss trnanagers, shopkeepers, to 
neniion onUy a few, ca^ be trained /therHn "school s or on the job, 
.subje-rt to '^SsT it ical educat ion" as shown in Figure k, 

- #.et us fexa-^ine the nature of the curves before taking^ up 
t*-;r Implications in Figure ^B. Here the critical education areas as 
indicated Dy OT^ER refers to basic skills oV reading, writing, and 
the necessary knowledge^ of arith-^etic required for the job. This - 
critical ^dL>cation -^ay be d ispensed *ei ther through formal or non- 
fon-^l '"eans,'but for the sake of sim.pHcity it is assumed here that 
it Is received* in schooJ at least through the secondary level.' Anothe 
reason for this assumption is that It is easier to calculate the 
costs. Jn the case of formal schooling, the measuremenx of unit 
cost (e.g^. ,yos.t per addit tonal year of schooling) is relatively easy 
compared "to 'non^forrnal education. In some cases non-formal education 
(e.g., 2>n-the-jofe training) involves no extra costs resuming from an 
increase in output of one unit. In C-hafters III and IV we shall 
elaborate this point- 

Now once this critical education is received, one can learn 
he principles of banking and managing either in' school or on the 
job as an apprent ice^Th i s is shown d iagramat i<:al ly (see Figure ^B) . 
v.ith both emplo)<^€s having received critical training skills OR in 
time QJy One worker begins. I ife^1ong/fJ^ training and 

acquired skills along the I irte EH. The other continues formal edutia- 
t^iifin through time T^C at which point he has allevel of skill CK which % 
IS evidently greater (by DK) tjjan that possessed (CD) at the poin? in 
lime by his counterpart. Now the employer is faced\with a choice: 
if he hires .personnel trained in school or college, he is likely to^ 
get a person with- the latest techniques of management skill (i.e., * 
as indi<;ated by the gap OK), but after apppo^jntment if he does not 
^receive any in-service training or makes no conscious effort to 

r. 

.^4 •• 




S (formal education 

supply cu^ve) 
^ Sj (non-formal education 
supply curve) 



D (formal education 
den^and curve) 



(non-formal educat ion 
demand curve) 



workers 



Figure ^A. --Suppl y-denano n>odel for equilibrliTm wage. 



skill 
(g i ven) 



Non-formal 
edjucat ion curve 




t ine 1 in^ 



• L 

formal education curve 



Figure ^8. --Hypothes*] zed relationship between forrval and non-formal 

educatiQJ>al output (e.g., bankers , bus iness-managers , j 
auto ri^^hanics, etc.). 

X axis ^presents time ,(e.g.^ age); 

Y axis represents acQui-red skiJJ assumed to l?e constant -but 
econo'fTy is developing and tlemarrds^^for higher skiU with 
the advance of the ecpjiomy assumed.* We'are also meas-uring 
wages' with the help of y axis. ^ - 



TR reoresents Vetrrement age; 



u Tj E R critica'l eduatlon area — minimum educaf ion needed to s*tart 
the job. 

With the help'of th'is figure we can explain the diverse relat ionsh i p|^ 
betveen non-formal and formal education* 



. gather experience on the job. his skiW, however curr^t- it irjay be, 
likely to deteriorate. This is why the formal education curve is- - 
s^hown negatively sloped. ' " ^ 

The non-Tormal e3ucatlpn curve' i.s positively sloped for a 
si'ftple reason.. After receiy}>ng the bas ic. educat ion , the person c 
cerneci-^rpaking a consc ious/f fort to le^rn on the job either 
throu^TTTS- service or ^fsp^t i cesh i p training. We have empirical 
evidence to show that learning by doing is a slow but '-steady process 
of learhing conipar'ed to learning the same skill in the schools.'^ 
Thus initially he' may be infa' d i sadvaotageous position but ultimately 
he tends to have an advantage over the person with- a fori^i educa- 
tion baxjkgrouncj. 

With this brief explanat ion" let us suppose that industry 
wants to hire (see Figure M) business managers or bank managers, 
critical education area, OTjER, is'the same for all of them, ^^ow 
industry. v,;ahts to hire managers .from the non-formal education, it 
wooVi pay C^j as a^wage/indicated by the equality of demand'and 
supply and hire OM v/orkers. The 'demand' is related to value produc- 
t,ivity to the employer; the ^supply, similarly, is related to costs of 
acquiring training, among other cons iderat-ions. With respect to ■ 
products oF 'formal education 'the parallel demand and supp.l y rela- 
tiorjships would be as follows: The demand for each level of employment 
would presumably be higher since worker product ivtty would.be greater 
as indicated in Figure IfB ataime point e. The supply would be smaller 
at each level of employmefit reflecting the investment required in 
time TjC to obtain the formal education skills. Thus the .equi 1 ibrium 
wage rate (OP2) is higher than that for non-formal education output, 
' , Now the question arises as^ to whether it is profitable for 
the firm<o hire non-formal education managers at a vj|e equaj to that^ 
it woulo^ay for. managers coming vi^ a formal educat i^ program, tn^ 
the short run this. is uneconomic sinc.e the firm would be'payi^ more' ' 
than the -ualue of their rflarginal products. Quanf i tat i vely , " th i s 
'Moss'' is the ''extra'' wage, P^P^, time^ the number of managers hired, 
Om. But from'the long viewpoint it may be- advantageous for the firm 
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to hire at OP- because after the' time OF, the non-formal education 
manager becones the real asset for the firm. in terms of- knowledge ■ 
and skill, he has a decisive advantage over the formal education 
manager as indicated by tjie ^ap to the right of point G.- The higher 
wage offer to non-formal education output, despite the initial tower 
skill compared to formal education output, is likely to act as a 
positfve incentive to learning. Although i.^ is difficult to.as^ess 
the impact of this incentive accurateTy partly because of the lack- of 
adequate data as well as inadequacy of the theory of learning insofar 
<^^^on-fornaJ education is concerned, yet ccwmon sense suggests that 
^J,s higher wage tends to accelerate the rate of learning through 
earning. The Jtnowledge of modern management techniques and some 
.pioneer works dealing with the complex issues of pedagogy, sociology 
.and psychology nay be useful. It is as5UP?ed here that managers from 
formal education are receiving no non-for'nil or in-service training 
to up-date their ski Ms and thereby ."following the same line of 
analysis of Figure 1 , to explain'the gap right of point G in Figure k's 
above. From this aoalysis we can dedtrfeJthe following conclusions: 

(a) WLth the increase in the co^t of basic education the cost 
of tlK^rmal education is likely to be r4re than fhe non-formal 
educatioX because tri many situations , nor^formal education (e.g., 
learning By doing) involves no marginal costs.- 

(b\lf/non- formal education is a s-ubstitute for f(/rma] educa- 
tion as regards the salable skill Jn the market, the demand for non- 
formal education tends ^o go up with the increase in the price of 
formal education. 

(c) If non-formal education program's^becorae the complementary 
source of supply of skill in the job market, the demand for non-formal 
education will decrease with the decrease in the demand for comple- 
mentary formal eiducation. This will arise because of the complementary 
character i sf ICS explained earlier. 

(d) If- the factory becomes the cUssroom for workers, both the 
i-.-orkers and employers will be benefited. .Workers are likely to be 
more committed toJwork; tl^y are al^o likely to be more ccy^tented. 

'87 ^ 
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Encpuragenient of attaining higher ^kiU mpH^s higher remuneration ■ 
and recognition. Employers will be gettting the benefits because 
there is likely to be Jess turnover of workers; there will be less 
chance o^a strike. A better employer and employee relationship in a 
job econbr^y such as )the U.S. is bound to reduce the social tension. 

Tk^ analysis of educational output in terms of cross elas- 
'ticity of der^and is very important because the measure of the degree 
of subst i tutabi 1 i tv between formal and non-formal. educat ion helps 
resolve the p^oble^^^f allocating resources--a central issue in 
econo-^ics. ^ ' • * . 

It is apDropriate at this point to examine the various levels 
involved in macro decision-making as it concerns' the allocation of 
resources. Allocation :s a problem because resources Ac^limlted 
relative to compet ing demands . The 'stages^ are as follows: 



-^-4*^^ Stage * 



Determination of overall educational priorities and 
objectives and identification of areas of concern, 
\ » 



2n^ 


.stage* * 


" 3rd 


stage ^ 


^th 

✓ * 


stage 


5th 


stage • 


6th 


si'age * 


7th 


stage * 


y 8th 


stage ^ 



Formal education programs: Non-formal educat ion prog rams:- 

selection of inputs (e.g., selection of inputs (e.g. ^ 

^student, teacher, housing, 'school drppout, educated 

!e^. unemployed, etc.) 



ERiC 



I 



Establ ish I inkages through system analysis approach, 
knowledge of elasticity; i ts ^ppl icat ion 



lAl location of furtds Implementation , Allocation of funds 



t Formal educat ion ^utput 



Non-formal education output 



Total human resource development 



Foundation of social inf rj!>t ructur.e for 
groCvth, development, and change 



Evaluat ion 




A little discussion on each of the various stages of educational output 
seems necessary. 

1st stage; The first ta^k of the education planner is an agreement on 
program objectives and goals a^cf ident i f ication of areas 
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concern regardless of fund commitment and mode of .learn- 
mg. This will enable the educators, econcxnists, and 
planners to have a better perspective of the overall 
problem and to set up priorities. 
2nd stage:' *An overview of the problem will enable professionals and 
politicians to identify the client group to be served. 
Regular students, d i sadvantaged ,^ unski 1 led , unemployed 
S9hool dropouts, etc., may be^ the target 'groups of the 
program. This brings t^e question of choice as to whether 
a target group is to be served by arran^ ing^fornial school- 
ing or not. For instance, if the target group is com^secf 
^of technologically unemployed persons requiring retraining^ 
, perhaps ,non-forma 1 education is well suited. But, jf the 
objective is tb reduce the^school dropout, perhaps reforms 
in vthe existing school programs seem necessary. Sometimes 
objectives may not be defined in terfhs of the person 
' • trained. ' . \ 

3rd stage: WJlBf the various alternatives modes of learning are 

explored, an effective linkage is needed in order to avoid 
economic waste resulting ftom duplication and unnecessary 
complication. At this stage, t^he knowledge of demand "/or 
and supply of trained personnel is imper^ive. Proper^ 
analysis of the demand and supply relationships will 
enable the planner to identify the resources needed t|0 
accomplish the desired educational tasks — essentially 
solving the problem of alloc.ation of funds, 
^th stage: But the al Vocation of funds and implementation process 

are simultaneous. Only t,Krougf> efficient . implementation 
can we ^ ^ " 

5th stage: expect optimal educational output. Here by formal and non- 
£th stage: fjjr^i^l educational ortput I mean total educational effort 
for the development cf the skill antj capacity of th^ 



people involved, 
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7th 5tage: At , stage seven, however, we find the deveJopmeirt of new 
11 and knowledge which may be expanded as a part of 
the soci.al infrastructure which is very much needed for 
growth. Mew knpwledge'-.and skill appear-replac ing the 
older ones. But even educational investments tend to 
renain and to be sel f-reinforc ing . 
8th stage: In the light ofchanging circumstances, the work of the 

- evaluation will, start to set up new areas of concern, new 

educational priorities, and new policies. Thus, the 
. circle is complete; i,ts lesson is that there is no end . 
to the task's of allocating and re-allocating funds. The 
economic philosophy is that allocation of funds for^he 
developrnent of human resource is not an end in itself but 
a means to Some end.' This end surely varies from society 
to society--a crFtical point for planners and advisors to 
bea f i n m i nd . 

Empirical Analysis 
We hav'e examined comp I ementari ty and subst i tutabi 1 i ty between 
formal and non-formal education in theory. Now we ekamjne the issue 
einpfrically. Non-forh,al education may 'play an importlTt role in- 
modernizing the industrial sector as»well as peasant oJ agr icul ture' 
^sector of the LDCs. In the industrial sector, the most critical man- 
ppwer. requirement\ten5Mo be for people with raiddie level skills. 
^L-ewis characterize^ the Xducts of secondary school as the backbo-re 
of -public administrafion.. According' to him: " "The mjddhe and upper 
ranks of bul i ness cons i s;' a lmo?t jnt 1 rel y of secondary school 
products, and t^se products are al so the backbone of public admin- 
istration.- . /jon-formal edtfcation can play a crucial role in filling 
the gap_betwee\i employment and education for those who have success- 
fully completedN^the secondary education. Intensive and extensive- 
training programs could do this within specific reference to job 
requirements.- Moreover, non-formal education is especially suVed 
for attacking the problems of ^school dropouts and "educated unemUyed. 

oo; . ^ • 



.83 



ERIC 



Non-for.al learning .odes SBe. to be particular^ .ulted to retr.inln, 
racili tries, 

•t Is paradoxical that in .any less developed countries, 
ma.power^.shortages- co-exist .ith .anpowe. ..surpluses." Profe^.or * 
Harbison mentioned six -categories of shortageslof manpower- ^ 
(0. Shortages of highly educated professional n^npower such^ as 
scientists, engineers, etc.; (2) shortages of tclp-level managerial ' 
and administrative personnel; (3) * shortages of teachers, particuiiri; 
teachers in. secondary education; (i,) shortages of technicians . ^ 
nurses, agricultural assistants, etc., (5) shortages of craftsmen of 
an k.nds s^h as stenographers, bookkeepers, bus, nessma^hine opera- 
tors an^6) shortages of miscellaneous categories o^sonoel such' 
as rad.c{ and TA, spec ia 1 is ts . .watch repairers, .tc. With regard to the 
f.rst d.o categories of shortages, non-formal education can be com- 
Plemen^ry; it can bring freshness and help people stay up-to-date 
- their areas of specialization. A fairly hig'h rate of Obsolescence ' 
•n a rap.dly changing society is a common phenomenon. Possibly 
non-formal education can deal with the problem of obTolescence lore • 



. effectively than formal learning in schools. 
_ As for the remaiaing four categories of shortages. tcjn-formal 

. education can possibly substitute^ for formal . sc^oJ ing i. mo.t of the 

cases such as the training of nurses, ag^ultural extension agenVs 
^ radio and TV specialists and the 1 iW. CLch training, non-formal 
educaUon can r^te to economic and soc ill%nd i t ions.and to the .* 
cultural heritage of less developed countries where imported forma^l : 

education models have failpH a+ • ' . ' • 

nave railed at least in part in content and method. 

- The significance of non-formal education can hardly be over- 
estimated even "^n a '.job economy.- such as that of the U.S. where SOt 
of 86 million in. the labor force in,r972 were employees as 'opposed 
•to being self-^p,oyed or being-^ployers. This job economy operates 
m a world of change- technjl'og.icaVeconorric . social, and legisla- 
tive change. The dynami.:s of- an advVed -economic syste. gives Vise 
. to a host of manpower problems. "Mon-formal education can work in 
^two important directions: r.rst.'it can be a system of retrainin 

I 
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minor or major increments^ The applications of electronics aqd atomic 

^ergy in the production process have led to the development .of new. 

processes new te/hniques, and new products. The skill learned through 

a formal system, jnowever current it ma^y be, is becoming a skill for 

yesterday, and we have already noted the high rate of obsolescence in 

a tecf^nological Siociety. Coombs describes the problem: 

With knowledge, technology and job characteristics all changing 
very rapidly, there is today a universal problem of keying the 
content of education up-to-date — of giving students an educa- 
tion that will fit them for the different world they will live 
m tomorrow. Teachers and textbooks — tft^^i^j^i^'^ajbc-^andui ts by 
which the "stuff o( learning" gets piped into the classroom — 
have a high rato*of obsolescence in this rapidly changing 
world. Vo satisfactory measures have yet been found , or at 
least widely applied, for kee'ping teachers and textbooks regu- 
larly up-to-dat^^^ ■ • • 

y Second, non-formal education seems to be consistent with a much 
"wider spectrum of individual differences and need^" in a society of 
diversified population. This is particularly true in a country such 
as the U.S. where significant social ct7ange is taking place. Non- 
formal education can be utilized to increase the educat ion' base of 
its diverse people, thereby reducing economic and social discrimina- 
tions. Formal schooling which may well serve the purposes of an elite 
can hardly be expected to^onvert easily into "mass educational sys-^ 



tern." As emoloyers* expectations regarding the educational attai>is»ent 
of the employee increases, non-formal educati may be the vehicle 
through v/hich mUth. of that atta inment 'may be achieved. Employers now 
expect to use high school graduates (or their equivalents): non- 
formal education may provide, the "equivalents." Recently, Professor 
Maton studied experience on the job as^ substitute for formal train^ 
ing,'' A primary school graduate aiming to become a fully skilled • 
mechanic c^o foj^low one of the tvjo learning processes-^formal training 
and on-the-job experience or a combination of both. In the example 
presented in Table 1, identified seven possible comb^jnat ions ^f 
formal training and on-the-job experience. The firs^ of the seven/ 
combinations ifridicates that a . pr imary .school graduate needs 13 ye^rs, 
of experience on the job without any further formal education and .sp on, 

• ' . ■ .92- ' . 



TABLE 1* 

CoJi^bina t ions of Training and Experience Required to 
Become a Fully Experienced Tool and Die Maker 



Numbers of combinations 


1 . 


2 


• 3 




5- 


6 ^ 7 


Years' of formal training (E) 


0 • 


1 


2 


3 


k 




Years of on-the-job experience (Y) 


13- 


10 


7 


k . 


' 2 


1 ^ 1 



Source: Internat-zonal Labour Review^ September, 1969> p. 2^1 



Similar empirical subst i tutabi 1 i ty curves for some specific occupations 

y 

such as assistant engineers, junior technicians, and ski 1 led.wqrker?. • 
have been dra'wn- for Belgium and Argentina (Figure 5). 



n 



E = 



Assistan^ engineers 

0 Y = 20.1 

3 - • 16.0 

6 m- 6.3 

9- l.'i 

Junior technicians 

Y = 13. i» 
. 8. -9 
3.1 
2.0 



Sk i 1 1 ed wKjrkers 



1 1 



Assistant engineers 




IV. 



VI . 



Y p U .9 

5.7 
2.6 



E = '.years of formal training. 
Y ='*'years of on-the-/ob training." 



E. =iO 

3 
6 

• 9 



Y = 17.2 
11 .2 

.0.7 



Junior technicians 
•. Y = 




• Souree: International Labour Review, September, 1969i P- 2'»3- 



In tlris analys.is oft.ly the time requirements .have. been taken into account. 
There "seem to be advantages and disadvantages of each of the comBt net ions 
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ofp^ormalj^ralnin^ and experience oh the job, and certainfy one approach 
to choosing alternatives is to estimate costs for each. / 

A pr imary sch^l graduate tal<ing no further education mayVieed 
J 3 years of experience on' the job to be a tool and die maker^ This is 
a long time. But here no marginal cost fs involved in learning this 
skill: the worker star ti. earn ing and producing immediately so no 
inc6me is forgone. But in the case of combination number, 6 (Tabfe 1) 
it is possible to reduce drastically the years of on-the-job training. 
The trainee, in, this case, starts earning as a tool and 'die maker at the 
end of 6 years instead of 13 years. The optimal combina'tion is diffi- 
cult to determine. At the outset, i-t may dif-fer for soci^y and the 
individual. Theoretically^ least cost combinations for society, and 
each individual are. determinabVe with sufficient data concerning a 
number of vai*iables although this presents practical difficulties.*^ * 

Non-formal education clearly^^n help, however, reducjYig the 
gapbetv/een educat ion and employment in various/^ys. 



Ef f ic iency Gap 

The efficiency gap^ 
--both human and fimancia 



The term "educatj.x>nal 
(d) grade repeti^on, 




utilization of resources 

It represents Neducat ional waste." 

wastage" includes two main uomponents^ . 
which refers to pupils who are held 
baqk'in the Same grad^ and do the same work a-s in the previ-* 
ous^^ipar, and (2) dropout, or withdrawal from a school cvcle 

>w '19' 

i)efore^^^ cpmpletic^ 

Of about 30 mijl/on children enrplled in grade 1 in Asian 
/ * 

schools, about 50 percent of them leave before completion of the firsf-^H^ 
year of education*. Thd waste has been estimated at $100 mill.ion a 
year in^^rfa, and this astimate does not include loss of the value of 

time stent by the studentts. ' In I960, half the chifdren who entered 

, \ ( ^ ' • ' ' 

school ii>sj.atin Amer ica> /never started the sec^a\grade. Three-fourths 

dropped out before theyy learned to read. ^ \# 

Even irt the U-iJ. it has-been estimated that yfcrVe-third of the 

natijbn's young people/drop outfef school before cofnpleting senior high 

school, marty wi tfiNi/ appropr i ate skills to meet* the 3spb demands in 
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the labor market.'^ Th'ls educati'ohal .investment is a dangerous 
waste; it tends to create and perpetuate a "vicious ciVcle" described 
by UNESCO: 

A high ratio of wastage in an education system constitutes edu- 
cational deprivation m one of its most acute forms. Since 
wastage is- almost invariabYy higher among children who belong ' 
to socially or economically handicapped classes, exi^sting ' 
. itmalanco between social groups or geographical regions are 
accentuated and the sections of the populations which mst 
need the socializing influence of education are deprived of it 
srnce educational attainment is. associated with higher income ' 
earning capacity, a situation of ever widening inequality of 
jncome distribution tends' td be perpetuated.^^ ^ 

• The main manpovir consideration of th4s waste is reflected in 
. the high unemployment' of school dropouts.' The mere increase in the 
rate of economic growth is not 'going to help the s i tuat ion 'very much; 
eveo the, increase inVthe number of jobs available is not perhaps "the' 
solution because the mai.n problem is that many young people do not. 
possess qualifications required by the employers. They need to learn 
employable skills. ■Noh-formal. training -or retraining faci'lities to 
p.*ovide salabfe craf.t skills or any other skills should" appeal t6 bot^h 
mOCs arid LDCs. 

D&Tia'Tid and SAjpply bap > ■ - , 

The demand for educational services'has exce-eded its supply '•' 
bath ^advanced and less developed" countr ies. TKis demand/supply gap 
has its, qualitative and quantitative aspects! ♦ The quantitative aspect 
refers to ^the extfaord inary growth of the youth population. This" will 
be'discussed later on under Population Gap. -Here we are concerned 
with the s'ubjec^e aspect of Uie gap which refers, to rising e>?pecta- 
tions of the people and low quality of the^ educat-ion.' Both in the 
advanced and lesS developed countries there, seems to be an explos ionc^f 
human expectations resulting in an overpowering rise in demand, for more 
and more educ^tlon^^-fa^Ji-ties as compah,ed to ^cute resource scarci- 
ties reflected it/thi shortage of^supply of 'ski 1 l^d and well-trained 
teachers and »bui.U-ngl, sc lent i f ic equipment and. textbooks .' This 
"cris-.is of maladjbstment" has led to the over-crowded ^classroom with . 
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utterly Inadequate facilities for learnlng^^ -This tragic himan scene 

is nvost*aciite in the case of LDCs where an astonishing proportion of 

scarce/educat ional . resources are being utilized only to produce high 

rates <i>f "educated unemployed," attrition, and grade repeaters. Pro- 

fessor Coo'^bs depicts th^s demand/supply gap; 

iX'Spjcc the valiant efforts of educational sysj:ems to expand 
(partly because of this} niost of theni have been unable^^o nar- 
row the gap between' the steadily rising popular demand for 
trr^ir serVj^C'^^s and tneir capacity to admit mort.^ students and 
give thch a satisfactory education. This is basically b^aase 
education breeds its own demand, independently of the economy's 
ability to support it. The youih^stcr of 1 11 iterate parents 
who gets through primaTy school then wants to go to* secondary 
school (though in Africa, for example, has only a one-m-ten 

. chance ruking^ it) . Th^^ dream of thostf who do get into socpnd- 
arg school ;s to go on to the university. The process 
everywhere works like | series of flood-gates; when the first 
gate is opened the flood soon washes aga'inst the second, and 

^so on:uritil the whole systein is inundated. The developing 
nations that are striving today to achieve universal, primary 
educatiorf ^e unleashing a flood 'of popular demand that will . 
soon engulf tjieir secondary schools and universi tie's . 

In such a crlsTs, non-formal education does provide an alterna- 

tive. Properly planned, it may redifce the magnitude of "the crisis of* 

"maladjustment," thereby improving th^ qual'ity of manpower in terms of . 

tW development , uttU'Zatton\ an'd ^^air^tenance. T^e task before 't4^e 

educati^al planner is to develop alternative learning systems, subject 

to constraints imposed by £he»social environment and resources^ and to 

choose the best combination of learning nx^es, whether they be formal 

or n^n-(ormaJ . "The people who are most Jilcely to help him--whether 

they are economists, philosophers, soc iologistS"-wi 1 1 be those who 

try to^ show h*im how to irSarry the needs of his part icular **conmuni ty to 

the resources which are ef\trusted to him."^^ 

Population and Cost Gap ^ " ^ . 

The size and magnitude of the demand/supply g^p is furthef 
compounded b>; *the population explosion.. Non-formal education can play 
its ro-le in the foMdwing fo(3r components of* the population ^g^pr ^ 
(a^ explosion, (b) implosion, (c) d iyers i f ica t ion and (d) change./ 
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Explosion . --Tbe explosive population increase in the lOCs is- 
due.io two factors: ( 1 )'. extens ion of medical and heajth facilities 
and consequent reduction of death rates, and (2) ^intenance of high 
*^th^i:^es as before. ' * ' 

The death rate was cut in* half m the United States during^the 
, -period' 1900-1950, when mortality rates drK>pped more rapidly 
than at any other time, . However, Ceylon required only seven 
years, just after World War II, to equal that feat , life Y 
expect^.t:x^n has al^ increased tremendously m the develo^d, 
countries, and the same ,deyelo^ent will- accompany the popu- 
lation explosion m the developing countries. In- 1850^ | 
one- fourth of all persons ^born in Western countries was dead\^ , 
by age 10, and one-half by^age'45. In i95Q, one-fourth was 
dead by age 6(f and one-half by , age JO,^^ 

The popuiation explosion h^s led to the tremendous growth^of 

school-age population. In quantitative terms, formal schooling fails 

to cope with the situation. This failure is' reflected not only in- 

terras of the currently increasing rate of illiteracy but also in the 

rising costs of forma? schooling. According to on^ estijnate^ school 

enrollments in the LOCs are^ increasing in an arithmetic progression 

K 2,^ 3, 5 (j.e.; rncreasing at a rate of approximately 5 percent 

a year and doubHng in every 1^* years), put school' costs are increasing 

^ -.in a geometric. progression 1, 2, ^,.8,/'l6 (i.e., increasing at a rate ' 

of approximately lo percent'^ a- .year aWd doubl ing in evefy 7 years).. 

In Pakistan, foi' instance, primary education is at present available 

to half of the nation's children, the number of ^i 1 1 i terates is rising 

in excess of 1 million persons' a year.^^ Again, there has .been a 

sharp increase in per'pupil expend I tyr*e7 not alTbecause of the 

massive expansion of extens jve formal education But aJSo because of 

the desire to upgrade the* qual if icat iona of teachers and, to loweV 

the student-to-teacher rdtio. In" Puerto ^Rico, foJ- example, the 

income was <ten times greater 'in I965 than in 19^0* SchoorenroHment * 

has n>ore than doubled during this period, while school' costs multiplied 
20 

1e25 times. Jn many 1 ess* developed countries such as India, Pakistan, 
and Bangladesh, over« 8O percent of tiie total population is still 
i 1 1 j terate^* only, a tjoy minority enjoys the luxury af forrnal school- 
ing. Non-formal education rjiay 6ffer in many cas'es, a less costly 
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and more attainable a4ternative in >be development^ ut i li^at Ton,. and 
.maintenance of manpower. Once the f or m^vjj school ing monopoly op edu- 
cation is broken, the cost of education may be reduced to broaden the, 
educational base of the society. 

l;np>osion .--The pOfiuMtion implosiony tHe concentration i^f >^ 
population in large urban. units, has occurred in LDCs for several 
historical and contemporary reasons. .In most cases colonial powers 
developed-^ the urban centers in order to funnel raw material and man^- 
factured goods between the colony, and home country. Thus cities_ 
became the source of white collar jobs and .in spite, of uneasy atmosphere 
in the rural countryside because of 17beration and iVivasion operation 
during the Second WorlcT'War, the mpst powerful factors which J^ed to 
this implosion are twofold, rft^t, the wrong type of colonial forma) 
education developed a drsdain for manual work in the rural context 
resulting in higration of rural primary graduates to the towns. ' 
Second, p/essure of population on the land coupled wi th the .breakdown 
of trajditional s<>ciety and attract iOns which the town offers — bustle; 
\water.out of a ta^„ freedom from obligations to relatives and chiefs;, 
schools/ theaters, '^ospitals, buses — also resulted in, the streaming of 
unskilled p.eopl'e intd the towns^ These towns became the centers of * 
squalor^ disease, corruption, and delinquency. The big cities such as 
Calcujit^ and Karachi are havens of squ'a'tters* 1n the -night. This is a 
long-stan'd ing phenomenon in almost all LDCs, particularly in Asia. 
Can non-formaj education play some ral.e in such situations? Better 
opportunities in rural areas may reduce the impetus of migration to 
the cities. Furthermore, it can offer considerable to those who do 
emigrate. Both the young primary school graduates and school 
leavers maybe the inputs of non-formal educational output. 



Divers if icat ion . --Standard ized formal 'education in many cases 
seems to be' inappj'opr iately rigid for the people having diverse racial, 
ethnic and cultural backgrounds. Since non-formal education may in 
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maoy cases prdvid.e alternatives, it introduces flexibility far people 
of diversified backgrounds and cultural values. 

m • ' ^ • 
Change . In a changing society, many new. jobs cor^stantly af>pear 
while m^ny old job^ d isappear resulting in ".technological unemploy- 
ment Non-formal education is perhaps best saited to fill th4 needs 
for craftlsmen of all types such as car mechanics, secretar ies ^^stenog- 
raphers, tel^rsi.on and rad io repairers, watch makers, and business - 
machine operators . .^^On the other hand, it can also provide i»etraining 
facilities for the technJ)iQ^ca 1 ly d isplaced. In. the U.S., for 
example, public retraining courses specifically for adult, experienced 
vjorkers have been arran^e^ for about-a decade und*er public auspices. 
Professor Lewis describes the situation vividly:- 

After seven years yf prin^ry education^^ h boy cannot b^ so 
easily contained by ^three acres and a hb^e as his father was; 
if his schchl was any good, his aspirations mus''t have been 
raised above this ievei . Only a reformed agriculture, using 
modern technology to secure high yields per man, could 
attract hzm; but agriculture cannot be reformed as quickly 

• as schools can be built. Furthermore, in a country where 
only 10 per cent of "the, children complete primarif ^hool , and - 

• ^Icss than 1 per cent enter secondary school, graduates of 

primary schools are in demand- as clerks and teachers, and _ 
^ can ^rn several times as much as Jihe average farmer. Primaxy 
. school 2 s thu^ established in young people's mij^ds' as the road 
to a well paid white-:collar job. Whan, as a result of crash 
programs, the number completing primary school is raised within^ 
a decade from 10 to 50 per cent of the age group, frustration 

• is inevitable. Graduates of the rural primary schools stream 
into -the towns, where they cannot find jobs;* indeed, the 
simultaneous expansion of the output of secondary Schools will 
mean even fewer white collar jobs thai}' before for primary 
schoql graduates. 'Blame is laiji^ on the curricula of primary 

■ schools, but this is hardly relevant; young people's aspira- 
tions are determined by pa^t market opportunities rather than 
by schoollx^ks. TI^^ problem solves itself with the passage of 
the years. It becomes qbvious that a primary 'education is no 
longer a passpoft fo 'a clerical Job.Jn a town, ' and graduates of^ • 
tur^l schools settle ddj^ to maK^ the best of the opportunities 

• available *to them in the. countryside. But. they will still find 
it hard to remain in rural areas if* the Government is spendidg 
most of{ its money on developing facilities iri the larger towns, 
and neglecting the rural areas. 



iOO 




^ Tables 2\ 3, and A. are presented here in order to deronstrate 
the magnitude* of tK^ problem. They speak for themselves the need for 
non-formal education. Too, the fact that children are born of young 
and not-so-young adults,- literate and illiterate, infor^ned and mostly 
uninformed, under I ines the very important role for non-formaJ education 
in the fami^ly setting if anything effective i^s to 6e d^ne about the 
population explosion from the "sjjppl^" side. 

Wage Gap 

Mo^Jern cities *are plagued by the population implosion, rural 
labor migration to cities or towns. One of the basic economic' incen- 
tives for such migration is the difference between urban v;ages and 
rural iricon>e. Professor Lewis indicates the foUowing three factors , 
which cause thi s d i f f erence : (a) the rrse of trade unions, (b) 'a 
more powerful social conscience among capitalists causing-^hem to. 
share phe fruits of progress wi th the! r workers , and (c) rise of,.^. 
nat ionaH St ic government supporting the claims of the wrkers against 
foreign capital- -A fourth factor is th^e very well dccumented 'differ- 
ence in average >^roduct ivity between the two ^ectors^^ Whatever may 
be the cailses ofM:he difference, the wicTer the gap 'between rural and 
urban ^wagre- rate^, the greairer thB mrgratit^, iianyt^f thq tnt grant- , 
laborers retain a ''security'* foothold in the farm economy and as a 
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TABLE 2 






Wor IcT^opulation at 


a Glance 


Year 




World Population 


1825 




one bill ion 


1930 




two bi 1 1 ion 


i960 




three bill iorv 


2000 




seven b»J 1 ion 



Source: Department of State, AID, Office of Labor, Washington, D.C., 
February, 197^> reproduced from i^anpower and Employment Plan- 
nmg in Lower Income Countries ^ P» 33- 
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TABLE 3 

Enrollment Trends in Different Areas of the World 



World 
Europe 

,r 

North America 

Af r ica 
Western 
Eastern 
Middle 
•Northern 

Latin America 

Tropica 1 

Middle 

Temperate 

Caribbean 
» • -. 

South As ia 
South East 
South West 
Middle South 



Primary 

Ed uca t i on 

T9^ 



1963 



11V 

142 

223 
2^8 
210 
203 
230 

175 
193 
i86 

166 

175 
160 
201 
181 



] 



157- 

119 

153 

273 
356 
259 
268 
291 

203 
229' 
■ 230 
\kk 
/ 17^ 

20i» 
■ 181 

2^*9 
' 2U 



Secondary 
Ed uca t ion 



I960 



172 
160 

161 

271 
388 ■ 
306 
366 
332 

227 
255 
255 

199 ■ 

213 
271 • 
lh\ 
>99 



210 

186 

192 

36i>. 

^0 

kk3 

6i»l 

i»07 

325 
369 
i»OJ, 

231 
311 

267 
332 
kkS 
250 



Higher 
Educat ion 



1963 I960 



1963 



179 
161 

157 

267 
722 
700 

-302 

203 
205 
220 
213 
^151 

2i»Q 
179 
179 
266 



230 

211 

197 

3'»5 
1 ,622 
l-,t)83 

'lOO* 

262 
28a 
311 

255 
180 

273 
237 
237 
278 



Source; 



Append ix 
Harvard 



1 , The World Educational Crisis by Coombs (New York: 
University PV§ss, 1968). ' >^ 



TABLE U 



Populations 'of Oevefoping Countries Are "Younger Thus Placing 
a. Heavier Burden oT Support on Employable Adults 



Year of. 
Da ta 



Median Age 
^ 'of Total 
Popula t i on 



School -Age Population 
as Percentage of 
Total Population 



phina (Rep 

France 

Germany 

Ghana 
. I nd ia 
\ Morocco 
I N icaragua 

Niger 

Si^eden 



of) 

(t^ed. Rep. of) 



1963 
1962 
.1961 
I960 
1961 
I960 
1963 
1962 
1960- 




36.5 



56.0 
28.2 
2\.k 
k8.3 
•46.5. 

6K7 

23.1 



Sou rce: Appendix 1, Tb& World Educational Crisis by Coombs (New York: 
Harvard. University Press, 1968). 
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re^sult they accept the low/ wages, and it is difficult to organize them 
\u a meari*ingful training program. 

* 

Jvith the high rate or labor turnover associated witn the migrant 
labor sysS-em, it was not possible or worthwhile select and ^' 
tram indigenous -aabor for skilled work, even if^JLhe mines and 
plantati^^ werjo willing to doyit. The same parsed did not stay 
.on the job long enough for the purpose, and th^ *^abQr supply 
remained a succession of new- recruits. But op.*ihe other hand, , 
, the nigrant labor system provided the mines^and.* plantations with 
a very convenient stream of casual labop^^r -whuch they did not 
nt-ed to take much care and responsibility. iMo^t of the workers * ^ 
are a^jlt single males who had le^t (or were encouraged tp 
leave) their families* behind in the subsistence economy.' So the' 
mihes and plantations did not feel obliged to pay wages suffi- 
cient to maintain the worker and his fami^ or to Invest ih * ' 
housing and other welfare projedts^to enable him to settle • 
perrr^nently with his family on the location of his work. 'Fur- 
zhor , during the slutups in the export market ,Kthe labor could 
be laid off and returned to the subsistence' sector without 
continuing responsibility for thsm. 

Jn such a situation, non-formal educat (oh' can help develop man- 

power m tvK> ways: (a) In the rural sectpr su;;pJus labor force may be^ 

trai-ned and given salable skills. Depending oa.the local heed, a 

non-formal education program can be arranged to impart training or a 

"skill to permit use of. spare time tp supplement subsistence income 

with' rising income, (b) The cons^u^nt rieduced pr.es^ure on the 

, urban sector v%ould enable industries to selec't and train on-the-job • 

indigenous labor for skilled work without the losses associated with 

the high turnover rate. / 

Equi ty Gap ' . ^ ^ 

^here seems to be general agreement among economists that it 
is not feasible to provide formal schooling' to all people, suggesting 
a substantial shortfall in the development 'of human resources. Formal 
• edycation tends to provide access to power and opportunity. Many poor^ * 
people are denied opportunity for upward; tnobi 1 ity pimply because they 

are denied* educat ional opportunity. 

23 ' ' 

Reimer ' in his School Is Dead argues that school creates 

* soci/T discrimination. No country can provide all the education its 
peopXe want in the form of schools, tf\e rich tend to be the ones to 

^, ^' • 103 
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go to school, and they stay in school beca.use private costs of school- 
ing increase as it rs* ex tende d^ 

We have already noted th^t in Bolivia it il the upper class 
which gets the benefit of over 99 percent of the educational expendi- 
tures. Most parts- of the world resemble the Bolivian case. The 
current emphasis on the formal education tends to maintai'n the elite 
control in the soc^y. This "is true of the LDCs but also^'n the • 
advanced counCrie^as well. 

Coombs demonstrates that it" is, the ujjper class of Sv;eden, the 

— " ' 2^ 

U.K., and Japan who benefit the most fron, formal education. This 

educational investment . in theS^per class gives it social prestige 
'and power --a sel f -perpetuating 

. If the cost-benefit and cist effectiveness of various alterna- 
tive non-formal activities are objectively analyzed; and if in fact, 
non-formal educational opportunities are shov/n t</ be economically 
expandable, three advantages will emerge: 

Firstj this would broaden the 'educat ion6 1 base' of the'societ.y 
and raise the average level of educat ^ona 1 attainment. Second,^ it 
follows that with the extension of the educ/tional base, discrimination 
would diminish, tendirrg to reduce somewhat the circularity of the 
"vicious c;r<;}e.** Third, with the increase of the level of educational 
attainment and consequent reduction of discrimination, the income 
distribution is ITkely to be more equal. Evidence indicates that level 
of educational attainment and discrimination do contribute to income 
differences. 

Using cross-sectional data, several s'tudies have substantiated 
that fhe higher educational attainment 'shows ^t he steeper rise in 
earning in both advanced countries and LDCs. The. earnings profiLes 
in the U.S., the O.-K. , Mexico, and India are shown in Figure 7 b, 
c, and d). • 

In his article, ''The Effect of Low Educational Attainment on 
^incomes: A Comparative Study of Sel ecte^.Ethnic Groups^*' Professor 
Walter Fagel of the University of Californfa provides 
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k yeSrs col 1 ege 

1-3 years col lege ' 
^ years high school 



8 years elementary school 
1"^ years elementary sclio6l 
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Figure 6A. --Age-earn ings profiles in t;he United States, 19^9* 
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Figure 68. '•-Age-earnings profiles in the United Kingdom, 1964. 

. o 

Note: The sample^ sizes for each age cohort for the TEA gpoup, VS 
or over; are too small, to provide reliable result.s. 
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16 years school ing 




10 20 30 , i»0 . 50 60 age 
Figure 6C.. --Age-earn ings prfiles in Mexico, 19&3. 
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Figure 6D ••--Age-earn ings profiles in India, *196! 



Sources : 6A--W. Lee Hansen, 1963; 6B--Hendersori-Stewart , 1965; " 

6C--Carney,^ 19'67b; 6D--Blaug et ai., I969. Reproduced 
from An Introduction to the Economics of Education Jby 
M. Blaug (New York: Penguin Books, 197?), pp. 24-25. . 
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estimates-of th'e ^importance of educational attainment m * 
accounting , for the- incom^ diffe^repces between Anglos and meh- 
hers of disadvantaged^ ethnic groups. Except for the. Spanish 
surname population of the South-West, educational attainment 
accounted for less thaft -half of the differences JbeJ^een the 
1959 median income of each ^g^oup and that of Anglos. The . , 
income differences which remain after adjusting for education 
were not analyzed, but undoubkedly 'result from multiple causes, 
of which educational quality and especially discrimination 
would seemto^e r:?ost important. ^ ^ • ' 

Interestingly enough, using survey- data from the Tunisian shoe 

industry to estimate earnings regressions, John Simmbn^ found ^that* 

i primary oducapion has little rele^^ance for the earning of the 
) blue collar workers in the Tunisia^ shoe indust^ry. Techni-cal / 
^nd apprentice training ha% even l^fs validity. What is much 
more significant than formal schooling Jor a worker's earnings 
is his informal education. This is the process of learning by 
looking and doing what takes place oh the job.^ Also signifi- 
cant in predicting the earnings are behavioral and attit^dlnal 
characteristics of the workers.'-. The finding thaifformal 

education plays a weak role in the earnings of an African blue 
collar worker is consistent ^with a growing body of evidence on 
American workers. The finding that informal educatipn has' 
benefits which are superior to formal - schooling has no direct 
counterpart in the diterature because of less adequate at*tempts 
to measure ii.^^ ' ^ ' 

The point is that provision of increased non-formal education wi 1 1 have 

a positive impact toward a more equitable distr ibut ion ^of income^* . 

thereby contributing to a more egalitarian society. 



its nature requires conformity for its \ 
arcel of a large bureaucratic arrangement, 7 



Adaptabi 1 i ty Gap 

Formal sphool ing by 
survival. Being part-a^nd par 
it tends to be inflexible and rigid. * ^ 

Non-formal educational planning can introduce an element of • 
flexibility into t ha whole range of educational planning.. This flexi- 
bility is d^sirabl/'especial ly in the rural sector. In duaK ecomDmies • 
sucb as Bangladesh, Pakistan, India, and Niger ia , -we find integr^ed 
or .Joint farm families where a""! 1 members of the family contribute to 
the farming tasks. Structured, formal schooling comes Mn direct 
conflict with this traditi6rnal pattern of life. In a technological 
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society, ^lso,^the school Introduces rigidity, as Reim^r argues that 

"school h^s become the universal church of a techpolog ica'1 soc iety , ^ 

incorporating and transmitting its ideology and conferring social 

status in proportion to i tTacceptance by the people i nvol ved 

Present day formal educational programs tend to be highly 

structured and rigid. As Bowman indicates: 

The fixed factor approach in manpower planning is part of the 
rigidifying view of school systems and certification that 
'blocks experimentation and innovatioj) in institutional arrange- 
ments for human resource development and in efforts "within 
existing agencies and institutions. Partly, this problem is ' 
associated, with the pre-occupation with schools'-as the agen- 
cies for' hu man re source development. But it is a matter also 
of arrange^h^^that discourage creative endeavors in which 
students ^0^^QUlty participate to overcome obstacles and 
solve problems. ^ , * ' 

Non-formal educatjpnal programs tend to be heterogeneous and 
to have a variety of sponsoring organizations, ^his might imply'a - 
lack of centM-al direction and control typical of formal education and 

'a relationship to a large bureaucrat ic organ izat ion such as the minis- 
try of education. Non-formal educational programs t^nd* to be more 
adaptable to educational innovation and change. Nor>-formal education 
programs need not be uniform throughout the country. Conditions may 

•differ frolirone part of the country to another. ^Non- formal programs 
should develop to meet specific needs in specific sit^^ons, and they 
should disappear oncS^be need Is satisfied. These f((ograms imay be 
short or long in^rsp^tive depending on the object i'ves.. These char- 
acteristics afford greater, opporturrity for innovation and experimenta- 
tion than 'usuall y permi tted in' formal schooling. Thus, the^rnvestment 
in non- formal educational programs may be seen in terms of greater 
flexibility inland adaptability to the social encT institutional frame- 
work--increasing receptivity and adaptab^ity to change. This would 
permit more appropriate response to the educational needs of emerging 
nations. Thus, non-formal education can bo.th'comp] en\pnt and substi- 
tute for formal education in human resource development. 
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' Evaluation Gap ^ 

Jhe e\^1uat?<5n gap arises because of the difficulty in assessing 
the i nd ividual^* 3 performance ^n the >ob. In a rapidly changing U.S. 
society, for exajnple, the skilly of xhe supervisors i'ecomes relat.fvely 
out-date4 through time, wb^eas the s-kills of 'the supervised are reja-^ 
tivefy up-to-date.. This "u^/to-dateness*' gap is ^ikely to result in 

vSerious weai^nesses in evaluaiTTJns. Experience garnered by senior 
supervisors is undoubtedly an asset for the enterprise, but 'there is 4 
a ^eed for adequate retrai.ning or in-ser-vjce training so that super- 
visors can be effective. Eli Ginzberg, a l6ad i.ng ,econ^ist in the 
area, of manpower deve^opment, expres.s*ed the problem o^ accelera^ted 
obsolescence of skill' m the technoldgrcal society in the following 
w6rds: • • ^ 

ProniDtx&iis in lax^ge organization^ dep&nd primarily on years * 
of servicQ,^ A pan .become^ .a vice-president or president^ of a 
larg^e organisation in his late forties or, early fifties. In 
a trapidly advancing scientific and technological society men 

^ close- to ti3<^ top when they are already obsolete^ At 

_ - least' i-t IS lik^y that liheir knowledge of the science and 

y^.^^^ technology -on ^f^Cihi^he company's future -depends will be gut- 
'^<^-da,te.' ^Recehbldj^ at least one large American cor.pp^^ation 
has perceived this dai]ger', and has taken steps to rdira^n its 
senior technical personnel who hold Important managerial 
positions. . ' ■ 

This evalua^t ioh Igap may he, even ^nore complex jn the LDCs • 

* because ^foreign sup^rv i-sory peVjonnel know too^rauch of the skills of 
. * I. ' * 

their' higWy technological societies arid too little of tfja<;harac- 

teri sties, of indigenous skil<}s%nd exper^ience. Non-forntgl education 

has an understandabl e "a'ppea'l in n>odifying both the thdigenbus a'?id 

foreign ski Us into clpsef synchronization. 





Exp^tation Gap . r • ' • . - 

• fton-foctnal education can. reduce the j^xpectation gap in Tts 

dif ferent dimervsions. "In poor countries thi$ gap'Ts reflected \n migra- 

tJ*on from rural •to urban areas in search of job\ which are frequently 

not available. Further, some labor markets ^ara inundated wit1i "educa- 

1 > ' • . . 

ted unemployeiJlLar "semi -educated unemployed." For example) the 
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Indian Institute of Appl i e5s(1anpower Research has estimated that the 
number of "unemplxjyed "educated** persons in 1975-76 will abgut equal 
the total stock of 'feducateff^ persons in I96O-6I. 

Further, this situation is not reversible. The '"educated" 
acquire prejudices, tastes, and objections concerning manual work and 
rural endeavors which effectively prevent them from participating in 
fnany sectors ^of the labpr market. 

Dissat isfact ron occurs, too, in affluent sectors because of 
the number of available options. An" excess of oppertunity br options 
Is apparently as frustrating for the, rich section as its lack is 
f^l^trating to the poor. 

Non-forma-l education could he'lp reduce this gap in two dif- 
ferent-ways 1T» the rlch"*^h^. poor societies. Jn the .rich community 
non-formal education can conceivably increase the adjustment of ppople 

*from one option to ^noth*^ trough systematic training ^d retraining 

~N , • 

prograqil^:- In the poor communi^fes, non- formal -^ducat ion can assist 

. * ^ ■ ^» 
in acquiring a salable skill through the effective ut i 1 izat ion* of 

formal education or rn 5ubst i tut iot), for" 1 1 . Flexibility irx the provi- 

sion of one or tw^ add i t iona 1 options can thus be provided. Such 

t >• . ' ' 

flexibility permits t;he individual withio- some limits to eicercise 

opt ions* accord ing to his level of asplratldns and performance. 

Pol icy Impl icat ions , 

Non-forn;al ^cbucatlon can play a crucial role in the process of 
i , ' ■ / * 

'total tMjman resource. development. This impli'^s the desirability of 

ft. 

a co'nscTous policy for the selection and implementation of the non- 

** " 

formal education programs. There are three chorees: ^\ , 

(a) -Maintenance oL^e status quo by giving further eniphasis 
to foVjBal schdpN'ng^ ^ \ 

Kb) Switching oyer to non-formal educatto:^ in total disre- 
gdrd-^O formal school rhg; 

' (c) Cor^btning (a) and (b) hopefully in some sort of optinal 
rat-io elected on the basis of cost-benefit (or some ♦ 
other) analysis. 

The first two are extreme alternatives, and -both are likely to 

produce the same result in maintaining elite control Jn the society.* 

•ERIC X, 110 
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The Mch are most able to ()uy ^educat ion , whether formal schooling 
exists or not. ^It is generally found ;hat the. son or a doctor, 
teacher or manager, has more chance of participating id higher educatiog 
and l^^ter achieving a high social position than the son o/ ^ peasant^ 

i-<K)rkfer. ."Often this phencxnenon- -whose existence no one can dispute-- 
is gi\han too little or no weight, ftowever it 4 s ohiy txy becom-ing 
fu I ly Acquainted v^ith it, in its most inmost mechanisi^, that it will • 
be poss\ble to cc^ibat it nost eff^c^^Tvely." ' ^ 

Ur/v^rsal pritijary education wasbsQoming^^a^*.^ fad'^in 
the LOCs, and^di sproport ionately large investm^n^^were Vade in higher 
education available only to the:tniddle and upi^i <iidbt>e^. ^^"iVvh^h 
dropout rate, brain drain, unwillingness of speb^lized persona^ to 
work in the rural context', desire to migrate to*cic\es with just^a 
little formal education, workers* unrest are^^^rnong 'other results) 
indicative of the failure of formal education. VWhat, is needed is an 
array of ^options with opportunt t-ies for the poor* to participate 
^education, * . * * 

But' choosing a combination of formal 6nd non-formal educatf^Ssj 



is>a crucial Issue for the LOCs as weli as for industrial states. 
One can learn h6w to read and write eit^ery^n the home or in schools; 
- auromobite rfech^Tiics C3?j be rrain^ct in a vocaTtonai training school or 
in a neighborhood garage; employed personnel may improve ^he quality 
of service by receiving in-service training within factories or in 
forma l» school s ; the dropout rate. can be minimized either by increasing 
the holding power of the school whic^ involves scf^ool reform ^or by 
imparting effective and useful non-formal education to dropouts, 
self-awareness of the* i lljiX^rate a^b-^" populat ion can be developed ^ 
through radib, television, or througfi ^oi^^ night schools. Task 
oriented education tan be arranged either ^ school,, on the job, or 
elsewhere. * ' \ 

Which way to go? Which policy to inxplement? This is the 
dilc^T^ of the planners, administrators, and leaders who are supposed 
to know the needs and aspirations of the society. The wi Miriness of 
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the coifnunity or its leaders to impklement non-forTnal educational pro- 



grams can be measured 6T@rnately in terras of taxes and expenditures. 

In ?Jevelop*T)g ^nogjjlk program, evocators 

cannot pimply rei y on' ^co^m^sts' tools df analysis. Tfi*y%hall have 

to .take account of the soc iolog'Tsts* views* of soQ>rety", anthropologists' 

views of man .and hi§ culture and polittcaf scientists' v,iews of 

political ips't i tut ions in a given society. Some variables are quanti- 
.* • * 

•triable and some are not. ' No doubt some vjews win belinconststent with 

others; values differ. The task is not easy, and the methodology yet • 
aeveloped'.v.M n yield.no single neat answer. But the hard fact .finally 
renairfs: a single decision must be made for better or worse, by 
sopeobe.* Lastly, it is essential that advisors on educational plan- 
ning" r^cogn ize that In many lOCs there is a tendency 'to buj Id', school s 
to placate political constituents without taking into consideration 
^ manpower nee'ds. jt is a visible act associated with higher incomes 
and near-univefsjl middle-class values, while non-formal educational 
programs may be invisible or at least much less visible. 'Not only 
- in this, field do political condition^ lead to jni sa 1 locat ion- of 
resources. . v * 

' ^ S'uryyary and ConciusioTi 

We'have discussed nine "gaps" vhich non-form^ education can 
directly or Snd^Jj^ect ly serve to ameliorate. These gaps are inter- 
related and in soi>e cases even overlapping, and they make clear the^ 
nature of the environment which non-formal education is supposed to 
r^dlfy. ^Jith this general comfnenr, let us summarize the meaninq of 
th^ different gaps: (1) The job gap refers to misfit of education with 
. job requirements. (2) The effjciency gap refers to uhe lack of proffer 
. utilization pf .resouirces — human and financial. (3) The deriand and 

supply gap refers* to the rising de?narjd» for education and the conse- 
• • • 

cjuent low quality of educat ion. ('»)'The pc^piilation gap refers to 
fail ure of formal schooling to cope wS^h the -growth of school-age 
population. \S) ^he wage gap refers to the higher wage rate offered 
by the urban sector resulting in rural migration to cities. (6) The 



equity gap impl>es that formal school ing' does not offer educational, 
opportunity to all; dnly the privileged to to school and they partici- 
pate longer as costs increase. wi th the level of education. (7) The 
^dapieibillty gap refers to the rigidity in the schools whrich makes it 
difficult for them to rfespond to social and economic needs. (8) The 

evaluation gap arises because of dif/iculty in assessing individual 

> 

performance on the job since workers' skills are likely to outrun 
supervisors' skills.. (9) The *eirpectation gap is reflected in migra- 
tion from rural to urban areas and the pursuit'of education in search 
,of jobs which are^ f-requently not available. 

* • Planning of the non-formal education sector c^ offer morje" 
tharT^SA, al ternaj Ive. Non-formal education, becausfe of its diversKy, . 
is ^ dynamib-s^actor in human* resource (Jevelopmenjj^. Formal schooling 
cannbt, .perhaps, rTK^roduce th i,s -dynamic element- because of its empha-, 
sis on maintenance of tlTfe>v^tatus-quo, taci t ly supporting elite control 
in th^ society- < 



in thfi soc 



Successful noo"formal ^educational plan implementation greatly 
depends on the^ quality, realism, and practicability of the p^an 
Itself, fven the most wel r^c^nceived and soundly based plan may not 
attain i-ts objectives if. th§re are substantial lags ift tjie arrange-* 
tTtetits estaWi^ed fcr>^heiT itnpfementatit)n. A '*so1fd" ^*an nrfay l^e. 
evolved by .a small, weiPxrained and experienced group, bu^t its ^ 
implementation may iYivoJve the active participation of the who.le 
administrative "^ttuct^re,. the priJvate sector , and othe/ social and 
economic i nst i tut ions . This is another case whejp^ "theoret ita 1 ly 
good" fails to be equivalent to '^practfcal reality. ^ 

Lastly, in a highly structured society such ay^tKe U.S. * it 
is difficult to sel 1^ the non-formal educationarl output partly because 
of anxiety, partly because of uncertainty, and' partly because of a ^ 
cert if icate-orientied value syst^ which has Jt>ng since .gained car- 
rency. The situation i*s cfiff erent .in the case of less devjelope<J 
countrj^s where^^. find econoT)io and social duVHsm. Its peasant . 
sect<i>r is -'e'f^ent ial ly based on an agrarian subs-fstertce economy pro- 
viding very few educa'tional opportunities tor the people. I have a 
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feeling that it is relatively easy to sell the non-formal educational 

•output in such a sector especially because there is little oT no 

• fo/mal schooling system in this'sector. On the other hand, in the* 

more organ-ized industrial and modern i zed sector of the less 'developed 

country, we find a relatively developed formal schooling system simila 

to that of the'Western countries. This is at once aR advantage and 
... * • ' • ' 

d isadvantage. to the introduction of non-formal education into the 

system.' It is an advantage beqause the failure of formal schooling 

has challenged the foundations of the system in most of the less 

developed countr^ies }n Asia and ^atin America. This *.is also a disad- 

vantage because the tendency to ifjii tate* in the LDCs is strong, and 

they have tended to thfnk of education only in terms of what- is 

dispensed by the formal scli9Djs;, and this has been intensified by the 

role of fehe foreign advisors who are^w in most c^ses, imposing qn the 

governments^ their preconceived not'i^ohs. This makes the whole thing 

cpmplex. But 'the^ so-cal 1 ed *^risis'^ in -d^^n temporary education with 

•its many crucral issues has- a frS^'acjy cjiven*^ stijnulus to Serious 

ini^uiry. Herern lies the hope for nomformal' educat ion. 
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^ • ^ CHAPTER I I 1^ 

INVESTMENT CRITERjA IN NOV FORMAL EDUCATION 



I ntroduct ioa 



Investment in Human Capital 
Its Nature 



Capital is frequentJy defined as ^'prpduced means of production 
in an effort to distinguish it (1) from non-reproduced and non- 
reproducible factors such as land and (2) from produced goods -to- te 
•<Jtilired entirely f6r consumption. Conceptually, there is litjtle 
problem iri this, biy: there arje severe problems in utilizing opera- 
tionally so simple a definition. Classical, traditional economists 
viewed people as one of ^he t-hree factors of prodi^ction--land, labor, 
capital and their consumption as the end purpose of economic activity 
Thus, labor was considered separatejy from capital although very • 
early it waa^^d i scern^d that labof^ought.'not be treated analytically as 
a hOTiogen^ous^ factor, and'little attention was g.iven unti] recently 
to the ecohomics pf expenditure on the- improvement of ''homo ss^piens'\ 
as a capital expenditure. The prevailing tradition^ the difficulty 
of i^solating investment' from consumption, and ^trte.ruoral implications 
of viewing human beings a^ capital discouraged complete" acceptance of 
the human capital concept. Economists cons iderilS^ men as the ends of 
economic activity, not^-except in the case of s}avery--as capital , 
goods, 'a form of wealth a-ugmentable by * investment* A few classical 
economists such as W. Petty, Malthus, Adam Smi th . >larshal U anc^ 
Fisher en>phasized the need, for investment in human capital by noting,, 
that • ^ 

(1) there were costs ftsso&iated with the develqpment and 
formation of human capita^ \largely education), (2) the out- 
.put of skilled human resources 'added incrementally to the 
nationaX product, and (3) expenditure on human resources 
which increased' the national product ^Iso inc^ased the ^ 
national wealth. 

no 
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Only recently, in the early 1960s, economists such as Schul tz . 
and others have rediscovered the Tmportance of human resources and 
have pointed the way toward -incorporating investments i-n education into 
the mainstream of economic^analysis. Thus, current interest in the 
economics of investment in education *\ . . i;ef lects the general con- 
cerns of economists^and educators: The economic efficiency implications 
'of rapid ly .growing expenditures in the education industry and the 
relation of human capital to economic grow'tVi and development^*'^ There 
seems to be a consensus among economists ou the need for human resource 
development. - „ i > 

Broadly speaking, human resource development is'*t4i6 process of v 
.increasing knov/lecige and the critical skills of all the people in a 
society. In socio-economic terms, it is the accumulation of human 
' capJtal for ;social and economic advancement. Human resources are 
developed by formal education, through systematic non-formal training 
programs In employing institutions or training,^n the job, in adult 
education programs, and through membership in various political, 
social, culturavl and religious groups^ or within the family, as well 
as by the process of sel f-development • How can v;e estimate th^ 

volume and magnitude of human investment? Schultz maintained that 
• • 

"the practice followed \f\ connection with physical capital goods is 
to estimate the nfagnitude of capital formation by expenditures made 
to produce the capital goods." ^This practice wguld suffice also for 
the formation of human capital- However, for human capital there is an 
additional problem fj>at is less pressing for physical /capital goods: 
how to distinguish between expenditures for consumption and fpr 
investment- This distinction bristles with bQth conceptual and 
practical difficulties- We can*think of three classes of expenditures: 
expenditures that satisfy consumer preferences and in no way enhance 
the capabilities under discussion (these represent pure consumption), 
expenditures Chat enhance capabilities and do. not satisfy any prefer- 
ences underlying consumption* (t^iese represent pure investment), and 
expenditures* that have' both effects.^ ^k>st relevant activities 
cl4arly are in the third class, partly cor^sumpt ion and partly 
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investment. Thus, the task o^f identifying each component is ^ormidabl 
and the measurement of capital formation by expenditures is -less usefu 
for human investment than for investment in. physical goods. In prin- 
ciple, there is an alternative method for estimating human investmen\; 
namely, by its yield rather than by its cost. While aay capability 
produced by human investment becomes a part of the human agent ^nd 
hence cannot be sold, it is nevertheless Vin toxxth With the market 
place*' by. affecting the wages and sa 1 ar ies 'jfhe human agent can earn. 
-Jhe resulting increase in earnings is th^^^ield on the investment. 

The difficulty of separating >fivestment from consumption . 
expenditure 'existi both in formal-^l'nd'^nSir^^ormaf education. 7he' ' 
outputs of both are intangible in nature- 'but there is a significant 
*<8ifference bet^^een investment Jn formal and non-formal education whic>j 
tends to make the conceptual problem a'bit easrfer for the, latter. 
Formal schooling generally involves a long gestation period^and fur- 
thermore is general in nature rather than a job or task specific. 
Non-formal education on the other hand frequently produces an output 
to be usedNmmed lately and in a specific task. This makes the idehti- 
f icat ioriiit^ra^nalys is much easier.' 

Investment Criteria 

"Investment" criteria in education are important because pro- 
gram evaluation is a principal comppnent of the economics of education, 
formal or non-formal. It is an aspect pf education not properly * 
appreciated in the LDCs. . '* 

• Public expenditures in educat ion--forma I and\ion-forma 1 --vary 
between countries -fi^om as l ittle as t perqent. of Gf4P tV as much as 
6 percent. But this Is not of/ immediate concern. The issue to be 
examined here is ^ot 'x.\\^^shortag& of resources but rather that of their 
management. A prime example of this is* f^r fdrmance ^f investment in 
education in, for example, Bangladesh, Pakistan^ and Thailand, which 
createi^ paradoxical shortage-surplus problem,^ There is a shortage 
of labor with "critical" skills but a Surplus of^ persons highly 
trained for whom no positiqAs exist, , 
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The fundamental problem is'not the lack of resources but rather 

their Woper allocation and management. Basically, this involves^ 

evaluat ioo""estimatiorf of the desirabi 1 ity'of utilizing specified 

amounts ofVeSources in given prograrns whether they be formal or non- 

formal programs. This involves the appreciation and proper application, 

however difficult, of various investmeinjLLjJer i« (e.g., cost-benefit 

analysis). ' • , ' • ' ' 

But "the manpower 'approach is frequently utilized as a practical 

5 

substitute for the more intellectually respectable returns approach." 

It IS true that through appjication of th is appro^ach , it may be 

possible to 'determijie with much precision the non-formal educationa^l 

need of the different sectors of the ^conomy^ s^h as <ggr icul tur^. T^s 

given target *o/ agr icul-tura I growth, the manpower need of the sector ^ 

such as extension agents, agronomists, etc. , m.ay be determined. But 

we cannot avoid the problem »'of costs and benefits estimations. Thus, 

Professor Hunter comments ^ ' >- 

The target for 'an expansion of agriculture (or manufacturing) 
implies a decision about priorities and allocattpn and measure- 
ment' of various expected results against national goals. The 
development of certain targets for^agricixlture, for industries, 
for public transportation implies some analysis^ of expected"^ 
costs and expected returns. This itiay be ^ done expjicitly. wiiA 
carefuj- attention to costs and expected returns or It may be, 
done "hopefully*" 

^ Th^*manpower approach ^at* best gives the ^impression of precision 
and produces exact numbers, and it appears to take a direct 
route tp resffonding to the appropriate questions. But it 
' really can not: avoid the comparison of costs and returns. 

It is now evident the proper application of investment cri- 
teria in education is of supreme importance, because. education as a 
sector of the economy has to compete for funds with other sectors of ^ 
the economy. • • • ' , * 

The objectives of this chapter are:' • - " • 

(a) tiy provide a conceptual basis for cost-benefit components 
a/d Cost-effectiveness analysis as applied to non-formal 
cwucat ion; 

(b) to examine various, investment criteria as applied to 
education; , » 
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(c) t^'STIs^der the silitabUity of* the investment criteria 
vmh particular reference to LOCs. 

Conceptual Probllms- of Cost Estimation 
. The conceptuaJ and methodological issues involved several/ 
and divisible as follows: ^ ^ ! . 

(a) opportunity costs, . ' • . k * 

(b) fixed, variable, and marginal costs^ /^Fk. 
• it) external costs, * . ^ • ^ 

" , (d) shadow fJric^es, arTd ..." T^- ; " • . ' 

(e) joint costs. * * ^* ' v " " ' 

dppo^tunity Costs • • «^ . . . ' ' 

C6€ti were, viewed h|storicany by the classical economists^ 
as "^ea I "costs or protJuction in Cerms of 43roducer6' efforts^, Sacri- 
fices, or disutil ities. "Real" cost's were unrelated to^cpnsumer 
. ^ preferences or tastes. Op th6 other hand/ the neo-classical Ausfrians 
.Ijeld that. the cost or value of resourd^;' *5s*ed (with a giveZsupply) was 
essential jy.'deri-ved froft maVKet demand", independentct&--t!ie Vreal" ^ 
cost experienced by the produc^^ This is. an im($ortant di aiinction • 
^^^'^^^ ^^i^'l^&r ri^ ^g^^ ^ of )(.qs<s as^^jt^ing fr^t^^M^e^TSfT^ ^-pj-o 

■ - cKictJve factors im'thei/,\«rtous uses, 'That is , costs are- tHe sum oP 

the factor i cej^^j^n cfi ^ ;m whatever ft Ts 'they c^n'/. 

earn in the ir^iotjs J^tivj ties in wljich they participate. Thus* ' '^^ 
Austrians 'vS^ved c*fci$ as r^al costs of forgone resources rather^han 

merely "money'' or *'funds" being used. Economists speak of this as the.^ 

* • If'' * * 

social oppojytunity. CQsts o.f a resource a partfcurlar use which is ' • 

equal to what .the resource could ea'rrt elsewhere or th^ maximum value 

of its contribution forgone by using it* in a particular manner. The' 

cost of an educatibnat program Can heip'fuMy be considered *from this 

viewpoint. * . 

An Example may make^Near the distinction between "mbney'*^** 
costs and "bpportun i ty** costs. Suppose .sjevera I intellectuals are 
employed at $2,000 per^year t?fe teach iri'*a foremah training class. If » . 
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there is a surplus^of teachers at this rate, those in excess would 

otherwise be. unemployed or work as common laborers- at $^00-. The money 

cost of th^ir ^p^oyment is $2,000, but the opportunity cost 

only the value of v;hat they otherwise would have earned^produced) , 

ife.* $^00. Thus opportunity costs may be interpreted in tefms of 

. vvhat a worker would produce elsewhere (i.e.\ his marginal product) 

or in te'rms of what he could earn elsewhere. 
9 

Khatkhate points out that when opportunity c<5st is defined 

'4 ^ 

with reference to marginal productivity, the -principle requires full 
employment of resources which, in its turn ,. impf ies utilization of all 
alternative sources of resources. But when interpreted in terms of 
alternative earnings, "the principle of opportunity cost beccjmes 
applicable to situations of unemploymenj , under-employment , and 
disguised unemployment- and at a/iy level of marginal productivity." 
The alternative earnings of labor are determined by "alternative 
compensation" ^nd "alternative consiAnpt ionl' frbs^ ^the viewpoint of ^ 
employer and society, respectively. Interpreted thus the social 
opportunity costs-would be zero if the newly employed workei" was 
willing to worlc.at his previous level of consumption whereas alterna- 
tive compensation of labor is always positive if the worker is even 

'hypothetical ly employable* Ihis resultant divergence may have under- 

• ^ . . ^ \ - ' • 

estimated the nee'd for labor intensive techniques in LDCs. 

» * •' • , 

It is extremely important to understand the implications of 
'oppor tun i ty costs (i.e., benefits forgoTie and vice versa), but 
. this is not simple since there are aiVeas in cost analysis which involve 
more than just straightforward cosL account ing. Stromsdorfer iden- 
tifies two particular problems (cap^tel cost. and joint-costs) for 
Which major problems of. measurement exist. 

« 

Capital costs cause problems because they are incurred at one 
point in'time but their s'^rvices are utilized through a long period- 
several accounting periods.. The "value" of these services to be 
imparted as costs in each accounting period is the issue of capital 
costSt and Stromsdorfer identifies foUr Vneans of valuing the capital 
stocky especially the physical plant and buildings assuming they 

■ ^ 
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existed prior to the beginning of the program befng costed: (1) if 
there is no alternative use^ there is no social opportunity cost, 
(2) historical costs may be used, (3) replacement cost may be used, 
and {k) some current assessed valuation may be used.^ Once. a particular 
valuation is selected, then the capital cost /or the accounting period 
is determined by some one of several ''deprec tat ion'* techniques which 
tries ro estimate and take into account thp>portion of the as-sets 
'*used up" in the period. Different methods of asset valuation are 
used depending on the purposes for v;hich data are sought; the law, 
standard account i ng. techn iques ,' and personal biases similarly determine 
different/depreciation techniques which are employed. Both procedures 
are ultitTately ar2>jtrary and burden the ultimate cost figures with 
their arbitrariness. 

Joint costs a^rise-when a specific facility contributes to the 
production of two or more outputs; even in some cases the same output 
in different time periods. A building may serve one group in the * 
mo^ntn*g (primary school)-, a secondary school ia the afternoon, and 
five different non-formal education groups in the evening. How does 
one allocate or impute the known total cost to each of the seven pro-^ 
grams 1^ This is no new problem, either, nor is it unique to education. 
Its solution again involves an arbitrary element, b\it this cannot be 
avoided since ultimately "costing"* must be 'done if competitive pro- 
grams are to be evaluated in terms »of these costs and returns- 
Stromsdorfer summarizes^as follows: , * 

Even if the true economic value of the capital •resources in 
use^-b^s been measured, the problem still remains as to the 
j::ieasurement of the rate at which * the given capital .stock is 
used up the course -af the investment process when more 

than one cohort of subjects employs the capital stocks Two 
courses of action have been suggested for u^e. One is to 
attempt to i^ea^ure an* imputed rent to the capital stock by' 
makjLGg ah^ogies with respect to what amount of rent (i.e., 
return on the capital investment) the capital item would 
yield xf it were being employed in its next best alternative 
. use. But such a technique is subject to A great deal of' 
arbitrarjLness and -uncerta^inty. 

Id order to get admeasure of the rental opportiuiity cost it 

IS necessary tb go to the market .place and attempt to * • 
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identify capital resouroes which represent alternatives to the ^ 
resources ^ployed. This will allo^ one to determine the 
valu^ of foregone altexnatn^es . But, again, any impvted rent 
based on jnarket obser-jations will most likely overstate the , 
valae of the committed capital, since it is unlikely that the 
capital on' which the rent i-mputation is based will be a per-- 
feet substitute for the educational capital in question. Thus, 
a great deal of judgment is involved m adjusting th^observed 
market prices so that they more closely reflect the true oppor- 
tunity costs. * - ^ * 

' An alternative technique for estimating the fate of capital^vse 
lies m employing the "capital recovery factor." The applica--^ ^ 
tion of this technique automatically accounts for rent. , 

The major problem with the capital recovery factor is that it 
only states the level annual return (rent) tieed^ to recoup ' 
the principal and social opportunity cost, tijat is', interest, 
-given the life of the capital m question. The actual amount 
of capytal used up in any given year could be the same, more, 
or less than this amount. . ^ 

In conclusion, however, it must be noted that physical capital 
costs are usually low relative to all other opportunity costs* 
Thus, the relative error or^ bias which can result from the use 
' of an inappropriate measurement technique itBy often not be 

The question of ^cost measurement can be further comp1 itated" by 

not'inq'the theoretical need to incorporate leisure in calculations of 

costs. Earnings forgone are a part of the cost of education, but so 

also i-s Telsuris forgone. How, if^T all, can leisure be vaiued? 

"One way to pay for education ^ay be to take less leiskjre than vould 

have been taken hari the individual taken a job*not involving eduica-^ . 
12 

' tion." However justified may be the in'corporat ion o,f suCh costs, 
practicality makes this nearljy impossible. ^ 
#• 

Fixed^ Variable^ "Snd Marginal Costs * 

There are good reasons to distinguish between flxed^ variable, 

1*3 '* 

and marginal costs of a program. The fixed costs are thtise costs 
whose magnitude does not vary with the level of output, at least \Jrithin 
some reasonable range. For example, the r^nt of an adult education 
center ^vould likely be constant whether the center is^runoing at half 
or full capacity. Variable costs are the suffis of the amounts spent 
for those inputs which do vary with output. *The co^t of chalk used, 
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for example, would be directly related to the amount of'teac>r1ng done 

(although not necessarily to the nombei' of sty|^nts) . If tLre Is 

zero outpyt,-no uniti of the variable inputs need be employed (e.g., 

use of TV time).^ Sunping var rsble/costs and fix^d costs provides 

tota'l cost. As shown in Figure / TC. and TVC are parallel graphically, 

in the sense that the slopes of th^n^ curves are the same at every 

output point. At each point, the .two-curves are separated by a vertic'al 

distance of $100, the/ixed cost of the program.'C ■ ^ 

Richard Judy notes the foMowing: 

If accept the-Gpportunity cost concept, we' b^ae' solely 
interested in costs that are avoidable . If, there -are fixed 
costs that mist be incurred irrespective of which alternative 
IS selected,, those fixed costs have no place in our cost- 
oenefit comparisons of alternatives. This is true even if 
our budgeting must 'provide for total including fi^(e^~cb?ts . 

• Qloselg related 'to. the idea of avoidable costs L 
incremental (or marginal)- costs. If we are costil^h exp^ 
sion or contraction of an existing program, it is'impox.tan? 
not blithely to assume equality of average unit 'costs (AUC) 

. aiyd- iTKreraental costs (IC) . For various reasons (e.g. 

economies of scale, fixed facilities the short run), there 
may be consideraSls difference bel^en JOJC and IG / 

Mg limited obs0rvatii>ns of cost-benefit analyses. in the ^eld 
of manpower retraining and vocational education lead me to 
^ conclude that Xhcremehtal costq are not measured. I know 
that the better known studies of costs in higher education 
concentrate their attenpion only on total and average costs: ' 
■The implicit assumption of these studies seems to be that > 
costs are a linear ani^ homogeneous function of the number of 
. students educated. The results of our own studies are not 
consistent wit,h this assumption.'^ 

' U seems that Profes'sor Judy is working under the impHcit 

assumption of equal fixed costs for alternative programs. If this is 

not correct; then fixed -costs have^be taken into cops ideratioft in- 

cost-benefit comparisons of altern^ives> • ■ 

Careful analysts are, .however, aware of the existence of 

■•spill over" costsysometiraes referred to as "external costs" arisihg 

out of the pheoomenbn of "external i ty."'^ This situation arises when 

the implementation of a program results in costs associated with the 

program 6ut not borne by jt. The inaugurat ion' of a non-formal 
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^ -mechanic's training center in a small co^inity might so increase the 
demand for potential t^^hers ^that their wages vsouTd rise to Mnclud^ 
wages of those leaching in the formal vocational high school. In 
^•V- .this case, the cis^ of the non-fdrmal ^program is appropriately not 
only the- sum of its input costs, but also the increased costs of 
< previous instruction in t^.e formal program. External costs vary \ 

•greatly in importance arid difficulty^f estimation. It- is important 
^to- be alert to their existence and to estimate fhem^'when they se&n 
likely to be significant. . . * 

. Shadow Prices , ' 

' A^lear distinction betw-een market and shadow prices is neces- 

sary, for proper^estimation of costs of.non-forma 1 educational programs 
Market-prices occur when a free exchange .of a good or service estab- 
^ lishes a price. ' These prices are explicit,^ but under same circumstances 

^ these explicit market prices may not adequately best serve the purposes 
at home and -shadow prices".are used instead in- imperfect ;narkets ' 
where thWe are constraints on resource use. m^Vket prices may not ' ' 
accurate y convey in'forma't ion concerning substitution possibilities.' 
^ Suppose./for exampJe. that teachers are highly unio^ie^, that they - 
^ bargain/collectively, anfi that they restrict entry into the profession 
The m^^et price mrght be io.OOO monetary units per month, .but scxne 
portion of 'this represerrts the ret.^rn from^the exer'cySfe of monopoly • 
. \^ power rather than the value of resources forgone in other uses. Thus. 

a shadxjw price might appropriately be used by a government or imple- 
^ .-ment.ihg agency seeking to achieve ecpnomic eff iciency. thus., "shadow 
prices" are those prices substituted for market prices when there is 
good reason to think" the substitute more adequately represents "the . 
• "cost" than th/ market's evaluation. They are frequently used, too 

when "artificial" exchange ^at ios obtain. Suppose, for exampl'e. that . 
television sets are to be imported from abroad. for a non-formal edu- 
cational project in Bangladesh. At the official rate of exchange they " 
are valued at- 1 .500 rupees each '($200 U.S. x 7-5 rupees, the 1973 
official'exchange rate). Now if a dollar in fact is wJrth 12 rupees. 
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then each television set at the more realistic exch^ange rate is 2,^00 

rupees each (S200 U.S. x 12' rupees). Cost?f>g the pfogwm might very 

well substitute the **shadow" prtce of 2,Hm rupees per set for the 

""actual" pric'e paid if the cost to society is'^Wiat is being examined. 

According to HcKean, shadow prices may be derived through: 

(a) programming techniques which highlight appropriate 
substitutions; ^ 

(b*) the prices of similar goods- within internal and inter- 
national markets; 



(c) the prices used J^y qther governments for similar 
goods; and 

(d) adjusting market prices to allow considerations which 
are not reflected in market prices. 

The fact is that any set of prices used for the purpose of 
benefit cost analysis wilkbe iirperfect. What is. most important is 
to ask which set of prices *is best and wst easily obtained. Market * 
prices have the great advantages of existing and being ooqective. 
Sha'dow prices by their very nature are subjective and arbitrary. It 
is clear that their use should be restricted to cases in which market 
prices are clearly inappropriate and in which the directicfn and magni- 
tude of the "connection" is Known. 



Joint Costs 



The ex i stench of joint costs intensely complicates cost esti- ^ 
mations. since joint cost3 fnvolve two or core objectives being 
insepafateli^ served by the same process. A set of learning materials, 
for example, might serve-for vocational high schools, teaching training, 
and non-formal tool maker programs. How does on^, allocate the total 
costs of the preparation <3f the materials awng the three separate 
programs? Thfere are devices of varying degrees of arbitrariness and- 
sophisticat iiDn for making such» allocations. But, in the end, they are^ 
estimations inv^ving arbitrary allocations, freq'uently leaving mtjch 
to be desire^ with respect to Accuracy. . 

' Thi-s sums^ up to the fact that it is hardly possible to estimate 
costs of any , non-formal educational program wiih certainty. The 
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existence of non-predictable ami non-cintrol labl e variables mAes the 
cost estimations complex. Some sets of problems would be alleviated ' 
if only we had probability estimates for the variables. 

We turn now to^ benefit estimation, a concept more difficult to 
deal with in theoretical and e^ipirical terms than are costs. 

t 

Conceptual Problems of Benefit Estimation 
Benefits of a program" depend ultimately on its success in ' 
n^ing its objectives. Measuring those benefits depends, in turn, on 
a clear statement of object .'ves in. quant if iabl e terms and a means of 
^ valuing those outputs. The problem is the same conceptually for either 
formal or non-formal educational programs, but the former havea^hort- 
hand standard in- terms of "years of school ing-'-which* frequent ly permits 
the. avoidance of defining objectives and measuring successes."" Objec- 
tives may be cast, for example, by national c<5rtst i tutions in terms 
of "si>ryears of free schooling for each chi j'd" which has meaning 
only if the content of each year is defined. There is a general under- 
standing that a day is X iiours of instruction (each of which is assmned 
to accomplish something) and th^t y days constitute a schooF year. It 
is clear that this use." of the short-hand "measure" really is a device 
to avoid measuring 'output ■•at all since it depends soJ.e4y.on the . 
ecumeration of the input to be altered by the productive process. 

Non-formal education is so varied in format and delivered in 
such a non-standard package that no short-hand definition of ' object i ves 
is possible. Objectives can be (Considered on two levels. The first 
involves conceptualization and would involve specific statements about 
what is expectpd to occur to the person subjected to the training. 
It might be designed to convert mechanics ipto master ijiechanics (the 
two being distinguished somehow) or to make foremen of line habor or 
n5 ifiprove the capacity of the chicken growef by 20 percent. It is 
possible to imagine, at least, that values might be put'on these accom- 
plished objectives in one way or another. The socia><jej"ectives 
so\jght are much more difficult to handle since the| usually incorporate 
one or more of the following: \ 
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1. greater allocative efficiency seeking an efficient edu- 
cational and manpower program in terms of training, 
mobility, placemen;^; thereby reducing the job gap 
between employmetn and education; ^ ^ 

s 2. enhanced economic stability and lessened unemployment;^, 
thereby reducing social tension and population gap; 

• 3- \mprowed .distributional equity so as to provide equa.l 
educational opportunity, ta shift tha d istri.but ion or 
income in favor of the disadvantaged, thereby ^j:educing 
equity gap. 

Benefits from educational investment are by nature intangible 
and take on different values depending on the point of view--that of 
the employing institution, the laborer, government, or society. .The 
root of the problem arises out of a clash of interests which are 
f undamefU^l end oppos ed . * ' V 

Even if these sets of problems to costs and 'benefits can be 
solved and reasonable estimates of each can be made, additional 
problems confront the decision-maker (although he has surely made 
great progress). These problems arise from the selection of the best 
,us.e of limited resources among several alternatives.^ In oVder to get 
at th^s matter. of choice, the following^are needed: 

1. specification of object ives as far as possible,' 

2. determination of the constraints — financial, legal, 
and admini s t rat^ i ve , ^ . 

3. eVaboration of feasible alternatives, 

measurement of costs and benefits of feasi^ble . 
^ alternatives, and . • ^ * \ - ' 

5. appl ication of investment or al locati/ve criteria for 
* final selection of .projects. 

^ ^ Basic Investment Criteria 
Some basic criteria are explored below'as guides in decision.^ 
making i-n educational projects: , ' ^ 

• .1-8 
P^esent Value Approach » . - ^ 

According to present value or the discounted value approach, 
thof? non-tarmal educational projects should receive allocation when their 
present value-of benefits exceeds the present ya'lue of cbstsJ^ 



\2k 

* 

The conceptual difficulty here is that nxsst costs are incurred 
in the present and most benefits are received in flow through the 
fnjture. Costs are relatively simple to hand le--out lays plus all 
anticipated fnterest payments (discounted). "Present value" attempts 
to give a simple figure comparable to present cost". Imagine an asset' 
(projec^t) which will produce a stream of values over the next twenty 
years--say, to keep matters sioipl^^, $100,000 per year each year; The 
present value of SlOOvOOO-now is just that; the $rt)0,000 to be earned 
next .year is $100,000 - $7,008 = $93,000, if the rate of interest is 
7 percent. The $100,000 to be earned in year 2 is presently worth 
$93,000 - $6,510 = $86,^90, etc. Summingnhese values f<^r as many 
years as there are involved gives the desired datum,- present value. 
Its present value is greater than present gosts; it should be clear 
that the investment is warranted-"at least;"-in the sense that its, 
benefits exceed cost-s, but this does not necessarily qualify vis-a-vis 
other positive return projects. 

In this simple example ^costs (oth6r than interest) are all 
considered as ^present and known. In educational projects, a high ' 
proportion of costs arf variable and are thus incurred over time. - 
This means that they, too, must be estimated and di-scounted. 

Returns in tl^e real world are not givfen our example, but 

fnust be estimated as discuss,ed above which makes th6-'process much more 
complex than a simpl^^^rithmetic example suggests. The streanr of 
retOrns through t ime f rom educat iona I investments is ^d iff J cul t to 
est tmate--and that from non-iormal education particularly so. We 
Can, however, conceive of an important^distinction between formal 
and non4forcnaJ educational projects so far as thfe stream of returns 
IS concerned, ixi th^ case of formal schooling, the stream js negative 
during the years of schooling as a result of forgone income and tends 
to be positive during the period of earning. But in many situations . 
non-formal education (e:g., learning by doing and looking) involves no 
marginal costs /so that the stream ^is positive during the years of 
learning. * , * » . 

This carf^ be grapViically demonstrated as shown in Figure 8, ' 

132' , •• ■, ■ . . ' 
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Benefit-Cost Ratio • * , * 

The benefit-cost ratio criterion is closely associated with 
the present value approach. According to this approach, all non- 
formal projects are fundable where the ratio, of the present value' rff 
benefits to the present value of costs exceeds unit,y."^° Professor 
Hardin made a compar isort ,of recent studies of benefit-cost analysis 
of occupational training programs. He reports positive', zero\nd 
negatiire cost-benefit rat\io for training classes of' short, medi\, an 
2ong duration, respectively.^^ Theoretically, there Is no problej\of 
accepting positive and ziro cost-benefit ratios. Essentially -.this 
means, with positive costs in the denominator, that the benefits are 

zero and for a negative ratio', the nominator (benefits) is negative. 
22* 

Stromsdorfer finds it difficult to rationalize Hardin's report of 
negative cost-benefit ratios^ for two reasons: First, a. aegative 
benefit-cost rat ic^nyjl ies reduction of the trainee's marginal produc 
tiVrty.- it, is possible that recurrent fai lure to learn a ski l/ could 
seriously reduce a subject's morale and that his past sk\\] coull^ \^ 
even deteriorate, relative to a person not undergoing training.' 

• « 

. This depreciation is^a result of foregoing -on-the-job experi- o', 
ence and is an opportunity cost of taking part in the ' 
retraining. The question becomes^ at 'this point, whether to 
. call this depreciation a positive cost or a .negative benefit. 
Which course of action one tafces |s essentially arbitrary. 
If, for instance, all other specified benefits (negative 
costs) are z^ero and depreciation is positive and defined as a 
negative benefit (positive cost), then the result will be a 
negative cost-benefit ratio. However, if one chooses' to 
define this depreciation as a cost (negative benefit) and, if, 
for instance, all other benefits {negative costs) are z^ro, 
then the cost-benefit ratia will be zero.^^ . 

The question becomes essentially an empirical one as tp how 
quickly do human skills depreciate. Another possible explanation for 
the negative benefit-cost ratio is thaj the control group is inappro- 
priate in the sense that the utility weights a workman undergoing 
retraining attaches, to his v/age rate are different from those 
implicitly or expl^'citly assumed by the analyst. Stromsdorfer finally 
concludes that Hardin's negative benefit-cost ratio results from * . 
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either "a mis-specified regression model, an inappropriate control- 
group, or both." 



l/ternal fiate of Return 

The interna] rate. of 'return is another approach of investment 
criteria within the framework of cost-benefit analysis. According to 
this approach, all non-formal" education projects or programs are 
•fundable where the internal ra.te of return exceeds the chosen rate of 
discount. In the case of on-going projects, attempts shouldbe made 
to maximize the rate of return. 

This approach aims at calculating the internal rate of return- 
which is that rate which .equates present value of benefits-and costs. 
This discount rate can be compare^! to some rate of return which i*s 
to represent the social opportunity cost of publ ic capi i ta i . . in this 
connection the .d ist inct ion between .the pr ivate and social discount 
rate are necessary for the purpose of effective-evaluation of the " 
public sector'^; investment alternatives, in a perfectly competitive 
capital marl<e,t, there Is no problem in the sense that there exists 
only "one "interest .rate for all risk-free loans foV any given 
maturity." But the imperfections of -capital markets have given 
rise to .two further concepts of interest rates: (a) the socHal^rate • 
'Of time isreference and (fa) the opportunity costs, of t'ubUc capital. 
The social rates have'been derived from „ * • 

_ .... theoretical models of economic growth and postulated 
funcpions for the marginal utility of consumption over tiirle 
'If it usually inferred from this literature that the 'rate of 
social time preference is low; that is, that the jplanner's 
interest rate should be' low, giving -full -weight to the wel- 
fare of future generations and overriding, the myopic desires 
of present individuals.^^ • - 

On. the other hand, the opportunity cost for public capital: is 
the discounted v^lue of the flow of. returns. from the best use of " 
public fund,s, implying that new investment projects, should have yields 
equal to or -larger than this valije. ". - > 

» * ♦ * 

While discussing the issues involved in using art appropriate 
discount rat^e, Eckstein .recommends that in cost-benefit studies the 
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discount rate should reflect the opportunity cost of public capital. . 
H»s theoretical Glutton to the problem of the choice of interest rarte * 
for public investment planning is as follows:^ 

1. Identify the actual 'opportunities that are foregone and 
measure 'the flow of returns that wodld have been earned- In 
the alternative u^e; 

2. Apply the social rate of time preference to derive the* 

* present value of* the returns foregone in the alternative 
use; * ' . 

3. Undertake only.thqse public investments which yield wore 
present, »value per dollar expenditure than the * foregone 

' alternatives. Thisi formulation, which I sketched in my ^ ^ 
book, Wa ter Resource Development , translates into U.^. 
government practice as' fpllows:^ 

4 i. Apply the social time preference rat^ of interest - ^ 
in the valuation pf projects; but 

2, Compute the bexiefitzcqst ratio of the foregone oppor- 
* tvniti&s in the private or puplic sector.' If the 
interest rate is very low^ if we assume the social 
time preference to be very low, the benefit-cost ra^o 
* of the foregone opportunities will be very high. . 

3i Under te^ke those' pubj.ic projects which have a benefit-* 
cost %tio greater tlian the benefit-cost ratio of the 
foregone opportunities .'^'^ . < * ' 

Despite these theoretical and.practical applications, finding the 
chosen rate of discount for non-formal education projects ^presents a 
serious difficultly when the non-monetary cSonsuraptton benefits and 
"spil l-over'* benefits olF non-foxmal education are taken under cons iSera 
,tion. Even in mojnetary 'terms, the chosin discount* rate may not hold 
good, oyer .time erther. in\a .technological society or in LDCs. This 
problem is further complicated because of the "problem involved in 
cost and return estimation. But gjven cosfand return, the 45rob,lem 
of finding tjh'e rate o'f d iscount T^ecomes relatively easy/ / 

I . ■ ■'■ ■ • : ■ / ■ . ■ ■ 

^ ^' ;. # * 

Break'Evep Tjme . . ' • • ^ * ^ 

* ' In economics, V/ereachabreak-eveh^pbint at the level of output 

at which a firm's" total revenue equals' its total costs so that its 
economic profit i5 zero. Total cost, bf course, includes normal 
profit-^-that is-, the earnings possible for these resources in 
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alternative uses. We can, however, introduce the element of time in 

the measurement of monetary costs and benefit. Su^ose we have arranged 

a retraining program for a^ group of ufiemployed people. When this 

group of trainees worked for twenty-four weeks, the trainee is expected 

to repay the cost of the training--another kind of break-even point 

for the investment made. Thus by definition, the break-even time is 

the time from which the accumulation of some of the net- values exceeds 

unity (e.g., [x r y] ^ I, whereas ^"x" .represents benefits and **y** -v • 

indicates costs). Put another V;ay, we should select those non-formal 

^education projects where the break-even time is smaller than .a' tiTne 

•*t** fixed- in advance. This investment criterion enjoys official favor 

28 

in the Soviet Union and in the countries of Eastern Europe. ^ . 

29 V 
Bateman ^ err^ployed the breaJc-'even analysis for evaluating the work- 
experience- component of the programs whi^h-^eek to increase the 
employ^nent and earning capacity or potential of the recipients of 
public assistance which are transfer payments for which no repayment 
or return is expected. He argues" that the* social and economic returns 
related to an individual's participation in a \raining program* may be* 
different. Since it is virtually impqpsible to estimate, the factors 
by which these tw6 benefits — social ana ind5vidua1^ — qf the program 
should be adjusted, break-even anal^ys i s\is appl ied : the ratio of the 
m3r9^5^a4.or T«cr-ement-a4 costs and t^he ^sii^nated preseVv^ or discounted 
values of the future earnings of additional paVticipants in the program 
indicates how much increase i.n earnings would be necessary ' for the ^ 
program to brea^ ev^fi. r ' . 

in briefr^ we h'av^ examiNne^ ^he Tour investment criteria which 
c'^n b^ applied to non-formal eduction also. Turvey,^^ however^ 
ndted that the correctness of any Y^ivestment criterion can be discov- 
ered only by Examining its coi\sistency with the maximand or minimand. 
In a command economy wh^e the rate of growth of assets is fixed prior 
■ to imple?nentation *of the program, the internal rate of return approach 
is perhaps ^pr^priate because time preference and social discount €re 
^irrelevant. But, the author favors the present value ©vrer the internal 

he 
/ 



rate of^ return in view of the Tact that "the policy maker is not . 
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generally ind i f ferenW to the relative degree'of futurity of costs and 
benefits. Despite fhe fact that the present value criterion is not 
very appropriate for the non-marketable type of investment concerning 
collective consumption decisions (e.g., a non-formal education for 
military purposes), it is the preferred to internal rate of return 
for. another reason, too.. The comparison of the incremental or simple 
rate of return with any representative market interest rate may , be 
misleading since that rate is very likeJy to change ov^r"time; the 
present value criterion does not necessarily call for the cost and 
discount rate, further, the case for^the present value criterion is 
strengthened i-f-^budget constraint is i ntroduced . -^verthele$s , ^ 
controversy doe$ exi^t over the most appfopr iate criterion to u§e in 
decision making. As^might be expected^ the use of different criterion 
yields different lists of fundable programs and rearranges the order 
of priority for those which appear ib two o^ more lists. This brings 
us to the dMscussion of the problems of application. 

Problem of Application of Investment Criteria 
We have discussed the conceptual and j^methodologi cal issues 
concerning cost-benefit analysis in non-formal education programs* 
Three types of problems emerge in the application of investment cri- 
teria in education: ^ , 

(a) the general problem,- ' . 

(b) the innerent proble-n, and 

(c) the specific problem. ' ^ - , 

The General. Problem 

The general problem, which arisen mainly because of the lack 
of professidw^l agreement on certain basi.c issues, is essentially a 
problem of methodology. Jhere is little consensus among fecono.mrst.s- on 
the following tSSdes:- . \ ^ " •? * 

(a) appropriateness ofNte interest rate d isc?>^jj^ag[.4o^ 
term public investment * ..^^ \v 

V, • * ' ' . 

(b) length of observation peribd, / *. ^ 
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(c) appropriateness of control group, and 

(d) definition of social cost and benefits (i .e. , .exter- 
nal i t ies) , 

But there seen^s to be a general agreement • i n principle as to 
the desirability of some kind of obje^ive analysis of investment in 
education. Despite this agreement in^rinciple, the problem arises 
when a partv€uiar educational program is judged "desirable" by the 
present va4ue approach and ^another , analyst judges the same program as 
"undesirable" through the internal r^te of^return a^^oach. 

The Inherent Problem . ' . ^ " 

The inherent problem arises simply because educat ion^^is 
essentially a social product. As such, the application of a ccTst- 
bertefit approach to expenditure in education raises a host of problems 
of serious nature. The objections to cost-benefit analysis will be 
analyzed tjnder the following five headings:'^ 
^' (a) inconie, 

(b) unemployment,- 

(c) market imperfections, ■ ' ^ 

(d) uncertainty, and . . 

(e) non-economic attributes. 

Income." Income differentials are frequently used to meesure 
the private benefits from educational programs--i Je. , lifetime earning 
profiles for those with certain training are tofttprred to pro'files of 
'those without that training. The differences in :he two profiles are 
surrmed, discounted, and ttie result taken as the c/r^sent value of the 
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particular program to the individual or set ol^/ipdtvictJaVs • This 

seems straightforward enough but further exam'indtion suggests 3 

number of weaknesses: * 

1. Income differentials may be due only to inherent differ- 
^ ences in the ind ividuals* involved." High inc6me may be'* 
Associated with .hard",wc5rk; -an^ hard*workers may be those 
^^^'ho s.eck -antf get schoo H f>g . , . " • ; ' * . * 

'2. This, at best, measures priva't^' returns. • Social returns 
Vna^^/iJe of much greater /nfere^*^]*,a*nd" Importance. 



132 , • . 

3. Estimat'es of income deferential s depend nearly always"^ N 

on measurement of laft performance which may have 
, . little o.r nothing to do with the futtjre, particularly ' 
in a development context. ' ^ — 

The conundrum is viewed i-n other terms as fol 






For example, a training program mi^ht be instituted to convert 
unskilled laborers into foremen by exposing them to skills and 
procedures related to leadership and supervision. A testimg 
r?««Z£ajn jTjight differentiate between "failures" and "succes^- 
The "stSscesses" then can be seen at^gradiiation as one of the 
inputs w\t}i the added "increment"' of exposure, practice, 
fixperiente in leadership—supervisory skills and procedures 
What IS this increment worth? To value it on. the basis .of the 
difference in wages between for^n and unskilled workers in 
the plant becon>^s dangerously close to circular reasoning.- 
Farther, these wage differences depend on other factors such 
as social connections, sh^tus value, etc. There are additional 
prdblems assc^iat^ ijith) estimating the value of this increment 
oecause ^t cannot be (Associated from its "-holder"' as he 
utilize4 il through his life'time.'^^ 

There is no clear way to solve this di.lejrma. There is a need 
for adjasttnen^ of income -streams for socio-economic background and ' * 
ability. ' . . < 

Broadly speakmg^^regression analysis is used to find what 
• differences betwee^ thei, average incomes of wage-earners are due' 
to educational variables, socio-economic variables and job 
related vari^les The first group of \ariabl%s includes " 
•> schooling and\exahinafion scores; the second, age, Siribe, and 

parents' li terh^y and father's x^ccvpationy* and th^Jhird; si:ze 
and nature of the firm empl6ying ^^ge earner, his job level • 
and whether he h)^^r^s^ived on-the-job training. The effect 
of ability defined as Innate intelligence cannot be satisfac- 
torily assessed --from the survey data, but the effect of ability 
as reflected in examination scores can be traced by separately ' 
analyzing data for persons with the same education and socio- 
economic background who achieve differ-ent scores 

33 

<^ ' . ■ 

• % 

Unemployinent,— We have already seen that in most LDCs there >^ 
exist^ a gap between employment and education. Whil'e formal schooling 
is producing -some unenploymei^ in the market, it is also creatingjob 
opportunities for some educated. Now subject to certain limitations, 
the use of incosr.e differentials due to additional training' may be a 
valid measure of benefit from the viewpoint of individuals, not from* 
the viewpoint of society. Once we make some kind of adjustment for 

• ^ 140- 
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total employment it will ddastically reduce the rate of return even 
fcom non-forraal education- | U-S*. experience has shown that everybody 

• f 

is not employed trrmed lately on having rjsceived some kind of training 
and retraining through various non-formal educational programs designed 
for manpower development. ^ • 

Harket imperfect ions . — Cost-benefit analysis assumes tha't 
.wages are a valid measure of productivity. But this is not a vecy 
realistic assumption. Even I'f ^e do not take into accoun^ unemploy- 
ment^ in estijnation, imperfection In the labor markej may, result^ in 
differences between benefits a l^^borer is receiving and the contribu- 
^ tion he is making. Rubl ic sectpr wages in such countries as India, 

Pakistan^ and Bangladesh are -higher than private sectdr wages. Union^ • 
anel po^i t leal pressure and^ ex i^tence of minimum wages which reflect 



♦ Mon-economic at t liberies.— 'Education is a complex -social product. 
It may be an invcstirient gobdy^^ raising productivity of labor, or a 
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imperfec^J^ns^ in the market imp^y distortion of minimum wages . To 
correct this distortior^, we should estimate "shadow wages" w'hich would 
prevail iin a purely competitive ^nd distortion-free labor market. 
.Rut we have alrea^v^j^^err^a"^ .the calculation of "shadow" prices 
always is difficult. ^ , ^ ^ 

* ^ 

< » 

' . Uncertainty . — In a dynam^ and changing economy^ .the input- 

^^ut relationship is alwSys changing. So is the rate of return to 

investment ih man because technical conditions are constantly changing J—f 

.to modify attractiveness of occupations. In the U^. , for example, 

rnany old occupations disappeared due to the Impactjof technology. 

There is no way to solve the problem other fhanj"wise anticipation** 

which, incidentaf ly , is a great deal more than (mechanical project i.bn 

\ ^ — 

of the future. One may argue that for formal schooling''^ this antic,!* 

pat ion is relatively easy compared to that for non-formal education, ^ 

the nagnitude of which is difficult to project due to the diversified 

c 

nature. 
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consxiEiBr good providing personal satisfaction for both parents^ and 
children. It ©ay be a p o l itic al good^ prooibting national i-dentity 
and forming an informed electorate. "It may be pure soQial good in 
fhe sense of transformation' of a rural society into an. egalitarian 
society. It may be a socio-philosophical good to influence attitudes, 
norms, and values or econoprfc behavTSlSi There Js clear economic ^ 
significance to many oT :hese facets pf non-formal education. Cost- 
benefit analysis can, perhaps, measure the direct ecpnomic return ta 
educatibfjr investment'. But quantification of thB values — social, 
indirect, pel i t ical ,^and other attributes-- is alnxDSt impossible. 
Education as a total social product presumably should be the vision 
or view of every educational policy, but this may not always be 
possible because of the difficulties of measurement, because- of the 
extre-ne poverty levels in the LDCs, it may be permissible to let : 
quantifiable economic benefits represent all values*. This involves 
severe philosophic assuippt ions , but the propos i t ion that changes in 7 r 
economic welfare involve changes jin the general welfare in the same 

direction is proposed as an "unverified probability" by Pigou in his 

*i6 ' * 

fundamental work economic welfare. 
^ - » f» • ' ... 

One ought not to accept t^iis proposition without. be i ng aware" 

of it and its impl icat ipns ; but failure to accept it, or sos»ethin.g 

like it, leaves *be who would, measure virtually unemployed. 

• ^ * If education can be ^treated m6re as an economic service than 

• a social service in terms of relieving the shortage of critical skill- 

and equalizing econpmic cjpportun i t ies among all members of the society, 

' then the cost-benefit analysis acquires a*dd it ional validity in the 

LOCs by virtue of it's concentration on more measurable vafues although 

the set asid^"other considerations" ought not to be forgotten in the 

process. ^ . ^ 

^ . ' ' 

' The S^^^fcj^^^^ Problem ' . 

In addition to the difficulti^ explained above, there are 
so^Tie specific institutional^ methodological, ^nd conceptual hurdles 
in the ^j^cess of application of j:ost-benef 1 1 analysis in many LDCs- 
These difficulties can be summarized follows: 

ERIC, 142 




135 - - 

(a) Semi -educated perlons in rrost of the LDCs migrate fro<p 
Ajral areas to cities in search of jobs which are not 
r^adUy available. T^e resu4titig ''expectatTon gap** 

•has created social tension and unrest; it tends to 
-reflect the subjective rather than objective phenomenon. 

(b) There is a general unawareness of program analysis in 
education and consequent failure to use it in decision 
naking in many LDCs such as I nd ia ^ rPaki stan , and Bangla- 
desh. This is mainly because of the constraint imposed 
by thg^annual budget cycle in whicfi financial accounta- 
b*ility takes precedence over the efficient utilization . 
of resources. 

(c) There is a Serious scarcity of analytical personnel. 

. Host ministries of financ'ie are run by general ists rather 
* than specialists. Planning operations tend to be sepa- 
rated from budget fvjnctions, and planning operations, 
too, have only recently begun to undertake the sophisti- 
cated^kind of analyses being described here. 

(d) The lack of data and attempts to accumulate ap^opriate 
data is always a problem of measurement of the social 
benefit of outputs and social cost of input'. 

(e) Often education is seen as political* good by politicians 
rather than an economic good. No -d i s 1 1 net ion is madp 
between "education as an investment'* and "education for ♦ 
the consumers.** 

• ' So far we -havue talked about c^trberiefit analysis and Us 

problem of application in non-formal education. The whole analysis is 
centered arounci the question of eff icient -al location of scarce 
•resources. But we must also say something about efficient management 
of .allocated resources in non-formal education. This Is sometimes 
referred to as cost-effectiveness analysis.. V^/^ ' 



Cost-Effective Analysis and Non-Formal Education 
This analysis starts by defining program objectives as clearly ^ 
as possible and calls, for some measure of effectiveness or utility 
which is related to the objective in question. This implies a search 
for alternative ways of meeting the defined objectives. This process 
is' likely to yield a range of possibilities ipor examination of any 
non-formal educational program as to costs and gains. ,Thus it calls 
fhr documentation of Jjoth quantitative and qualitative data. The 
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information that needs to be brought^ together on costs and effective- 
ness occurs on three levels - * 

1. C6st and effectiveness in a given current period for 
each level of th^ program. 

2. Future cost and effectiveness implications of present 
programs and alternatives for each level of the program. 

3'. Changes in cost and effectiveness that accompany changes 
level of volume or quality of services provided both 
current and future periods. 

This systematic search for alternatives a i«Tis at finding out \ ^ 
the least costly alternative or the alternative giving the highest 
effectiveness subject to budget constraints. 

Other than the familiar problems of output quantification, the 
difficulty with regard to these analyses arises ma inly 'because of the 
fact that most of ^he programs have multiple objectives* Jt is really 
difficult to make cost effective analysis in the case of such projects. 
This is one of the reasons ^why manpower training prog ranjs^th rough, non- 
formal education in the U.S., for instance, have evaj^uative problems* 

All thes^ difficulties are intensified as the'tirae hdrizon' 
for planning is lengthened. Identifying "preferred alternatives" 
demands mo^e parameters and more data""even,J ess readily. avai lable than 
those already discussed. Thus^ in order to reduce uncertainty, sensi- 
tivity analysis and contingency p-lann^ng tachnj^u.es may be adopt-ed 
for lon^-range planning. Sensitivity anal ysi Su, seeks to*measure the 
dependency of the value of a variable to alt*ernative values of a 
particular parameter. Sometimes the sensitivi-ty analysis is carried 
out prior toThe\h-ial data collection only to determine the degree of 
effort to be required for the determination of concerned parameter. 

Contingency ^planning requires additional f^lexibility and 
adaptability seeking to provide for various alternative routes when 
and if various hypothesized -events and changes occur. 

i ' tone Huston 

In spite of these difficulties, cost-benefit analysis is 

useful as a guide to investment In education for two reasons: (1)^ it 

may restrain the ibuse of economic arguments in the political process 
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and (2) it may provide a stimufus'td research and scientific under- 
Standing oL-the problem of investment in educaftion. if nothing 
els^', -it identifies the pertinent questions. 

The^Uj^tajigiijles'* plague us; new techniques for making them^ 
tangible or for letting them be meaningfully represented by oth^r 
data .are required if complete, solid answers are to l^eVfound either 
to the all-ocative or efficiency questions. We can^ now get so*} id 
responses to perhaps 15 percent of the questions; another, say, . 
^0 jpercent is subject to ''Junver i f i ed" but solid speculation; the 
remglnin^ perhaps ^5 percent in areas in which v^e cannot even specu* 
late sens ibly.-s^ The task is to increase the solidity of the speculation 
in the second'area and to ^nake the th.ird area smal ler. 

Decisions have to be, made--both with rfespect to the allocation 
of -resources,-*!^ their use. In .the absence of objective measures to 
assist decision makefs, decisijons must be made on the ba5i^ of 
intuition, p^ifonagej politics, gues|^ precedent, and so on. The 
problems of attaining increasing objectivity ard evidently>^formidab1e. 
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TTTTT^TTTn^ • • ■ 
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^n = time period when no return is expected. 
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IjS^We may write the rule as follows: • ^ 

■ '^l : '2. , ' ^1 . ^2 : ^n- 

.TThT TThT (,^,,2 (,,,)n 

where Xj , . . . and , y^ are series of benefits and costs 

^ in successive years, respectively, and 

i - interest rate, - . . 

* s = scrap val-ue in terms of physical facilities, if any. 
♦ 

If we know R and i, we can deduce V; similarly, if knowFng V and R, 
we can find out i. Of the four variables V, R, I, and n, V and i 
are unknown. The deter.mi nation of i' is always a problem. 

\ I — ■ 
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• x2-y2 
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- CHAPTER I.V. 



• APPLICATION OF INVESTMENT CRITERIA 

AND NON-FORMAL EDUCATION 

We have already indicated that one rs^y acquire job oriented 
skills eTther in the schools or on the job. Through the application 
of investment criteria coupled with wise guessing, the decision maker 
has to choose the most efficient line of approach so far as the 
jnvestnent in hum^n capital is concerned.^ I nvestment 'in labor training 
may be treated as ^ kind of human capital formation which tends to 
raise the productivity of the workers and their future ea.rnings. The 
same type of labor training can occur within the structure of forrrral 
schooling. The choice of the traii^ing institution is not entirely" 
the worker's, even after he enters the- labor market. Both the firms 
and government pl^ a rolB depend i'ng on whether the economic system 
is traditional, market, or command based. - 

\ ' 

' ' Return on Investment x ' *( ' ' 

BexrSuse of the scire iry of resourc^/ the rarte of -retxTm from 
expend i tuijes on non-formal edocatlpn is critical. In making'equca- 
tional inves-tment decisions, forgone bert^fits must be taken iryco 
account wh^n deternijining which will gtve the highest payoff: /forps] 
or non-formal/ educat ional programs, have* already discussed 
issue in the preceding chapter, Howev>er, on . the quQStion*of ^reti^rn * 
on investment in e^ducation, the principal approaches a^s indicated by 
arbison and^Hyers incl^ud^ the. fol lov/i ng : ^ 

't • 

(1) determination, of the relationship between expenditures on 
edifcBtion and growth in income or in physicftl capital' foirma-. 
tjLon over a period of time in one country, (2) the residual 
approach' ih' determining the contribution of ^ucation to gross 
national product (6l^P) , (31 calculation of the rate of return > 
•» trotn expenditures on 'education and (4) making inter country ♦ 
corr^ations of school enrd^ment ratios ^nd GNP.^ 



. .Each of these approaches . has '1^^, ekpjatncA. with particular 
reference' to the U.S. In the ".fo How ing" 'paragraphs propose tx> 
discuss these approaches, although little is a va i laWe dealing with . 
the rate of return from expenditures on non-formal education. 

As for the first approach, Schultz attempted to establish a 
relationship between expenditure on education ancJ income or physical 
capital formation for the period 1900 and 1956. He noted that the 
national income of the U.S.' has exceeded the combined contribution of 
the three factors on production: land, labor, and stock of repro- 
ducible {:apital. He suggested tha.t this discrepancy can be explained 
partly by the benefits arising'out of economies of scale but largely 
by the improvement, in thequalit:^ of labor (e.g., education). 

' Exanining the investment made m human beings in the United 
States, Schultz found that the stock of education in the labor 
force rose 8 l/2^times between 1900 and 1956, while the stoaf: 
of reproducibXe capital rose^only 4 1/2 times. Jie concluded 
that between 36 and 70 percent of thP hitherto unexplained 
\ rise in the earnings of labor was- explained by returns to the 
additional eduMtion of the workers* 

A pr mcipa-1 Td if f icul ty' for our purposes is that in such.calcu- 

Ijtions no attempt |fts been made to*show the contributioa of formal 

and non-f^mal education separately.' Parenthet ital ly , factors other' 

than education, particularly public health, contribute significantly 

to rhe^qpa l lty-<yf l^abor.i- * (♦ J^f'^^^ r 1^ - 

A'.itKire recent 3<^empt to measure the costs, bf all retypes of edu- 
cation^ in the y^ted States iriclud^ ^timates J^or ^education 
jyj ^e home" (4^rnii^s foregone by mothers staying at home to 
educate their preschool children), "training on-the-job," ^ 
.^education in the church\" "'edacatioh in the armeS services," 
as well as costs of formal -education, special schools, other 
[federal expenditures, and ^osts of public libraries. The total 
cost for 1956-1957 was computed at over $60 billion, or 12*9 ^ 
'^percent of adjusted gross national product* The comparable .4 
figures for 1955-1956 were^over $51 billion and 11.8 p^rcbnt of 

, ' cm J ' • ^ . • 

.With (espect to the second approach y several economists inclu- 
di-ng Solow and Deni^on attempt to measure the contribution of education 
by idedu.ctlng the coritr ibut ion attr ibuJtCd to measurable inputs of capital 
an<J labQr. The main problem of this* residual approach <^V*thet the 
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portion finally attributed to education is hardly specific, to say 
nothing of its identifying the con trj but; ion of non-formal education. . 
But in the absence of a raeasurement in which one can have confidence 
through the return to investment in .non-forma 1 education, this Approach 
may serve as a yseful, if crude, guide to the policy maker. 

With^ regard to the third approach^ attempts have- been made by 
several econoinists including Mincer, Becker, and Hector Correa to 
corppute the internal rate of return at which incremental ''fncome 
obtained later in life would just compensate for the direct expendi- 
ture on education and the value of incoTC foregone during the period 
of schooling*'^ or non*formal educational training. If this rate of 
re-turn is higher than the prevailing interest rate on alternative 

investments, then the investment in education is a desirable or 

6 ' 

profitable one. Several different studies indicate that the intiernal 

V 

rate of return for primary education is higher (e.g., 20 percent or 
higher in the 0 compared to 10 to 15 percent in secondary education) 
because costs involved are relatively Ipver and little incbme is 
fofgone. 

There a^e no known data on this question with respect •to less 
developed countries. Ve may speculate, however, that the jd4+ference 
in rates* of retur^i^.^pj: imary and seco?)dary education iSF/probab^y 
smaller since y^ngsters ent^r th^^H^or market earlier and tncome 
forgone becomes an element -ta^^nsider at an earlier age. Careful 
empir ical^attent ion •should be gi\^en to thej pr iviSte -and ^^0cial returns 
related to becQmihg "functionary literate" sinc^ this is a critical, 
educat ional *pol icy issue for^lesfs developed countries which is hardly 
an issue at all fan cpuntc ies^^ch as the IJ.S. 

The* d if ferent ia-lf rate has' an interesting implication for non- 
formal education since many resources are wasted at the primary level' 
in the LO.Cs. ^Despite yits popularity, the primary education may not 
be the most efffci^^p^^ form of education for a poor count ry. seeking 
economic^developmeni . For example, out of 'about 30 million children 
rolled e^ch.yfear hi grade one of Asian schools, over 50 percent 
ler repeat the grade or drop out of school and into ultimate 
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fHiteracy. This is an expensive introduction to education (estimated 
at $100 million a year in Asia) for the' little i t accompl ishes, to say 
nothing -of the human potential forever forgone".^ 

Final ly,_ Harbison and Myers mgke an extensive attempt to 
correlate educational and economic indices. For 75 countries they 
develop a compos it/ index to distinguish among countries in terms of 
four, levels of human resource development; for example, Level I, 
underdeveloped; Level II, part ial 1 y developed ; Level III, semi- 
advanced; LeveriV, advanced. In ell, ]k different indicators (e.g., ' 
GNP per cap i ta teachers , scientists, engineers, physicians per 
1,000 population; first and second level scho6l enrollment ratio; 
public expenditure on education as percent of national incame) were ' 
tabulated. Analysis of their data led, them to conclude that economic 
development correlate* more strongly with higher education thfn with" 
primary education or literacy. From this they developed a composite * 
index of human resource development. This index consists of the 
percentage of the age group -in secondary school plus the percentage 
in higher education .fiultiplied by a weight of 5. The correlation 
between this composite index and gross national product per capita 
rn the U.S. is very high (G.888) but great care must be taken to 
avoid assigning otherwise unverified causal 'relationships on the basis 

of such a coefficient.^ , 

In path breaking studies, bi^-ever. Mincer and' Bec'ker studied 
rates ofVeturn on investment in" on-the-job training, which is only a 
segment of non-formal education. Mincer assumes thafthe rate of ■ 
return Crom on-the-job training is almost equal to that from formal 
school i-ng. The cases of male/female and white/nonwhite wage -dtf- 
fej-entials are anajyzed through the "investment hypothesis" which y 
suggests that human capital is a significant factor in explaining 
wage differentials and employment patterns. Becker also consi'ders 
the n-^tter because it illustrates the effect 0 human capital on 
earnings, employment, and other economic variables. He argues: if the 
present values of net ^rnings in different occupations are presumed 
to be the sane as one would expect in a perfect model, market costs 
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and the internal rate of return can be measured from the'net earnings 
information. Becker and Mincer do, however, provide an innovation 

4 

in human capital theory by linking to fhe time profile of investment 

in human capital • ' ' 

In this connection, Blaug makes the follofli/jg comment*: 

In Using age earning profiles to calculate rates return on 
investment in schooling , are we not in fact confusing the 
effects of schooling with the eff'ects of training? Indeed, ^ 
• if all labor training is general training,' the age earning 
profiles we obse^e systenjatically understate earnings 
attributable to formal education in the earli$ years of 
employment and overstate them in the later years; ^likewisje, 
even if tsain}ng is specific, there is a general tendency to 
overstate earnings attributable to schooling.^ 

However, using age-earning profiles. Mincer ca 1 cu lated . the total 

amount invested in on-the-job and off-the-job training in the U.S. 

'' ' • ' ' 

in 1939, 19^9^ and 1.958, His calculation i;s based not on the account- 

( . , ^ \ . * - . 

ing data at the- enterpri se- level but on. the 'net return streams by ' 

thre^ levels of. education and calculation of corresponding private 

rates of return on investment- in schooling, "He then applied these 

'rates to ^ach Successive profile to determine what earnings would 

have been if individuals, had rfot invested in training. These" forgone 

earnings constitute the costs of general tra-ining and hence measure 

the investments individuals make in training. "^^^ The forgone^earn ings ^ 

as -a result of general training can be graphically illustrated as 

shown in Figure 9. ''It is assumed that persons who are receiving ^ 

general training tend to ^rn more than the persons who are receiving 

specific training. But the way we have drawrt the specific and 

general training linfe shows uncertainty., ft is conceivable that 

^despite certain advantages, persons with general training may not 
compete with persons with specific training in a technologica^ society 
such as the U.S. because specific tra in ing. tends to increase .the^ 
probability of creaj ivi ty* or innovation in, the same or Tn alternative 
lines of production. 

- . Mincer, however* is^varc^of the drawbacks of his analyses 
and assumptions such as that of a o^jstant r^te of return to invest^ 

"^ment. He'further acknowledges his failuTS^o adjust for d iff erences 
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in native ab 
on the costs 



ity and home bacjlground and to provide reliable .evidfence 
of specific training. However, Blaug makes the following 



comnents on fjincer^s studies. 

T.LTZ 'T""'^"'' °' "^^^ assan,ption that 

of crJLfc °J ^'^"'^^ different fror. those 

Z 11^ "^""^ ^" ^° ^^^^^ results- 

by examining \aata on the costs and returns of particular 

sons of czaft apprentices' and operatives' earnings gave 7n 
tZl7/f '''''' °' ^° apprentice t^aiUg for 

oTrZ ^^^^^^^ '^^^ of return pn 

college education, although social rates of return were not 
very difrerent in the two cases (Mincer, 196i , pp. 533 to 
^34). However, from the point of vie-w of Mincer's calcula- 
tions It IS tne private rate of return that is important, 
Z^'l.T ^tr''^""'^ °' °" schooling seems to exceed 

coTt. jT'"'"^' '""^ ''"P^'^^'ion^is that his est.nates of 
the costs oAtraznmg are actuah^ the low side. Likewise 
ll/f tjat calculations of tDtates of ret... on school- 
mg from oos^rved age earnings profiles are, in fact, biased 
f^Z'^t '2 '^"^^ '"""-^^ separate the costs and/f^rni 
Jesuit J l"4 °' -ou;Ld rise, a surpriLp . 

^Ben-Porath'2 a 1 so (develops 'a model which generates some of the quali- 
tative characteristics of the observed life cycle of earnings: ?ero 
earnings followed by a period of Increasing earnings at diminishing 
r^te with an eventiial decline. 

The producrrtx, function is intended to, give some of the char- 
-act^-istics of the technology mflaencrng the. iTidi vidua T/s decision 
to invest in himself. -Production functions describe relationships 
between outpul;s of commodities produced by firms a^d the various 
cor,binations of the. inputs ihey employ in the production. Knowledge 
of these -product ion functions for Vhe individual is equivalent to 
kno-wledge of potential dei^ds by>?,dustry^ for skiHs. SucK" knowledge 
should be critical to-the individual in deciding on the amount and 
nature of .investment- in his own skill development. In thl^ connection, 
Simmons comments:' 

Rate of -return models usually estl:;:kt^hfetime earnings as a 
function, of age and schoolit^g, and sh^ high, rate of return 
^ to all levels of education in ^ devBlopi\. country , with pri^ 
mry consistently the highest the three\vels How 
correctly is this model specified? Omitting\ariables like - 
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socioeconomic status quality of schooling, V^ork experience, 
personality and health, to suggest a few, should upwardly bias 
the coefficients of^the traditional model. Using survey data 
from the Tunisian shoe industry to estimate earnings regres- 
sions, I found that work experience was much more significant 
than either using cognitive' skills on the job or primary 
schooling in predicting earnings. ^ ^ 
From the preceding analysis it is clear that we have not\et explored 
fully the costs, benefits, and incidence of the non-formal ^duca4:ional 
training. Some attempts have^ however, been made to make cost-benefit 
analysis of the government training and retraining programs ^"^^^ 
^hemes (e.g., Borus,'^ Oatley,'^' Lester Qorjonj/'^ Weisbrod, 
^rdin,'^ and others) . 

Since education, formal or non-formal, is a complex socia^l 
product, the measurement of the rate of return , is highly comf^lex- 
Unlike d^=3S or steel mills it is it&t possible to calculate the rate 
of financial return on a non-formal educational project because of the 
difficulty of determining hov^^much is really consumption, how much 
represents investment, and how much is a political good. Jhe goals 
of modern societies are political, social, cultdral, and economic". 
And the purposes of the non-formal education are likewise complex 
and may be different in different societies depending on priorities, 
■if we elect to gi-ve top priority to economic growth, thefn the program 
of human r^sour^e development through non-forma.l, educatioh must be 
designed to provide the knowledge and critical skill required by the 
economy. The better the definftion of a program and the greater the 
degree to which output is quantifTable, the better is the chance for 
ascertaining the rate of return from in\7g^tment in non-formal educational 
programs. The fact is that the measurement of rates of return on non- 
formal educational investment have both individual and social dimensions. 
The individual dimension ar ises from the fact of net loss or gain of 
individual earnings from the acquired skill and khowl.edge.* The social 
dimension arises from the external economies or. d i seconomies from an 
investment: in non-formal educational programs and from the fact of 

X 

iiftperfect markets. 
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Through pricing policy and various forms of financial aid, 
^ society has "hidden" many of the costs so that the indi^ 
vidual will be more likely to -make a favorable- dedisix>n 
about continuing his educatibn then he would make in a com- 
pletely free market unsubsidized situation. From society's 
point of view, if there are significant communal benefits 
resulting from an educational program it is rational not to 
depend on individual rational full cost decision* 

Furthermore, it is a mistake to think of returns from non-formal edu- 
cational investment . in ecqncKnic terms only. The efforts to ^ivfe 
greater emphasis to human resources in economic analysis and the 
attempts to measure the contribution of Education to economic growth 
are highly desirable; the notion that, non- formal ec^y^ationel programs 
Either can or should be ahalyzed solely in economic terms is unreal is- 
tic. Thus, the return on education in terms of increases in individual 
or national income, increases in productivity, cannot be taken as the 
only test of the effectiveness of non-forrr^l educational programs. 
Nevertheless, economists do define and measure progress by. economic 

cniteria, e^ven if as individual members of the society, they have 

21 * 

often a much broader view of the goals of a society* 

^ ^ Conclus ion ' 

There is ah increasing awareness, among economists of the role 
of non-forirral education ijn human resource development. But only a 
part of the investment in non-formal education (^.g. , on-the-job train- 
ing) is explored at all, *and evei^ there the surface has jyst been 
scratched*. Investment irt inrservice training or follow-up training 

where non-formal education can be complement to formaf education has 

* , 

yet to be explored. 

Further, there is little empirical information on the rate of 
return to non-formal education although several attempts have been 
made to calculate the rate of return from formal schooling in the U.S. 
Education is a complex ^oc ial good; it' is difficult to measure its 
rate of return jn economic and financial terms as we would a factory 
*or service where the costs* tend to be unambiguous and the outcome MS 
measured ih unambiguous profits.' 
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CHAPTER V 

n 



PLANNING, GROWry^ DE'VELOPMENT , AND 
NON-FORMAL EDUCATION 

I ntroduct ion 



Planning is a complex phenomenon, .Modern development planning 
as practiced in the LDCs since World War II, has used a model similar 
to that developed in the U. S .S . f^. ^ after World War I. - 

Despite the great diversity of forms, ^ all planning seems to 

t 

be concerned in some way or another with "figuring out how you get 

from here tQ there; and from Where Vou are to where you want to be." 

Put it another way, it is an organized conscious attempt to^exploit 

the available resources to achieve specific goals through durational 

application of seta of choices among various possible alternatives, 

. Planning as a process is an indispensable pre-conditigji for 
the formulation of effecti^ve development pollcijes and ma^snr^s. 
A plan can play an 'important part in the planning polidies and \ 
measures. But, if a plan is prepared before the procesis has 
begun in earnest or if it is unable to generate the process 
it is likely to have little significance for development.^ 

•Development pjanning may include sub-national planning for one region 
or mul t i-nat iona l^eg iona J plarfning involvings series of /egiops 
.covering an entire country. Exj3er ience. shows that it is not only the 
economic potential but also the pplitical will coupled with adminis- 
trative capacity that determines whether or not a plan will be a 
success or a failure. ' The. pol i.t ical w^i 1 1 can be quant.i.fied in terms 
of taxe^.,, credi t., and investment. While it ,is Hrnprtant to know the 
theory of planning, the importance of empir iq/T^vidence and experl- 
end in planning in other Countries shOyld not be overlpoked. Rather, 
a priority should be g^iven to the lessons from experience 6f planning. 
Colm ancJ others expressed a similar v^ew in preparing a plan. # 
^ With this brief introduction of development plannjng, we turn 
tq the ques^tion of evolution of non-formal educational planning. 
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, . EvolutiO/gf Non-.Formal Educational Planning / * 

' Although we aire just developing thfe non-formal, educational 
planning concept, an ^rly integrated and sys^tematic attempt on a 
national scale was made at developmental planning during the'first 
Five-Year Plan of the U.S.S.R. Despite the Soviet success, tfjere was 
not ready acceptance of the concept of educational plannrng^ in the 
Western countries and the non-Communist LDCs. Gradually, the importance 
of^planning in the field of social pol ic^^as stressed by non-Marxist 
economists such as Mannheim and Tugwell. Thus,, several fragmented 
experiments in educational planning were made in the form of the 
TaVdieu plan of 1929 and the Marguet plan jn 193^ in prance, and the 
New Deal planning in the 1930s in the U.S. But only after the second 
World War, the Western countcies and many non^i^gstern LDCs saw 
social ferment in the form of rising expectations of the masses, , , 
coupled with* demand for education. The concept of educational planning 
gain^ currency in many Western .couhtr ies" such as France where "educa- 
tion became an integral^part of the national plan in 1953." Jn the 
U.S., where edijc^tjon is a state and local, function , 'the lack of a * 
f'ederal plan does not, "Of course^ ifnply lack of ^planning. Education. 

^ . ( ' * ' ' ' . V 

became an important sector of the^ development 'plan of, m^ny LDCs. Thus^ 
education figures prominently in the development plans* of countries 

such as India in 1^51, .Surma in 1^2, Colombia in 1957, Pakistan- and 

' ' 7 
Morocco* In -1958, Tunisia in 1959, Bangladesh in 1972, and so on. 

The preceding d^iscussion^ ind icates that the educational plan-. 

ning concept is considered to be a part of the broader concept of 

national ecpnomic planning for the purpose of the devalopmient of 

Sotial, inf ras,tructure. Central to. the concept is the underlying ^ 

assumption that formulat ion and implementation of any #educatjonal 

plan require investment just like other sect6rs of the economy, e.g., 

agriculture and publ ic *hea 1 th. But th'e measurement of 'return from 

such investment presents a serious problem.^ Vte fjaue already d-isc'ussed' 

the problems involved in cost and benefit estimatidn. A UNESCO report 

9 

covers many aspects of educational planning.. *^ 
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However, the interest in non-for?TiaJ - educat ion is of recent 
origin. In addition to MicWgan State 'Un iversj ty 's involvement in " 
conducting a. program of studies in non-forma:l educatiorr, the World 
Bank-has been carry ing. case studies, of non- formal- education in 
thirteen LDCs. . Bes ides , 'severa 1 o^her [}.Si tjniversifies Such as the 
University of California at Los Angejes, ap)J th/a^Uni versi tV of ^P'^tts^. 
-.burgh are aUp inv^plved in non-f<3rmal educational rfesearch. Gen^ra^^^<^ 
awareness about .non- forma 1 education is also i^dTd^t^ by' the fact that 
severaPU.S. universities such, as Stanford and*Michigan State Univer- 
sity are offering courses and; seminars^'cfrv' non-formal educ^tion^ U^AID 
has provided f inane ial^a id for many non-^formal educational pro^r^ms 
such as th% M.S.U. project through financial sup|<?rt, . 

Concept of Non-Formal Educational .Planning 

. The npn-formal educational planning is a* conscious ^hd 

del iberate f>ol icy package to exploit the available resources io the 

^ost eff icjent-v/ay-'-tp achleve-'certa i-h scK:;o-econ6rrnc''gqa^^ • - * ' 

0bjec4:tves/ -T^is d^TiT;-i.tr^^ f tve dKtinct parts: - 

^ (a). a clear statement of object h/es; ' ' 

(b) a survey of resources; * . , 

• (c) matchjng resources and objectives through techn^al 
coef f?icients; 



(d) implementation of the plan; 

(e) evaluation arjd review.. 
Since planning for the nonrformal ^E^ucation sub-sector should 

be a continuou's process, the' process entails the above-mentioned 
ord-er of succession of interdependent actions^ like arjy,^jother sector-- 
pjanning. E] abprat ion. of these interdependent actions may be useful., 

(aj A-clear statement of objectives: Only through a clear 
statement of objectives of any ?)on-formal educational progratn{'B) i? it 
possible to reflect the societal need.. Tfin^ ^'need'*. has diverse 
d imensions* encdmp^ss'Ln| social, economic, cultural and ^aesthetic and 
other values; and (hj^^. ii likely to require determining the order of 
priority among various .objectives,^ some of which may cOmV in cpnfl ict 
with'others. * ' 
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(b) A survey of resources: A survey of educational needs 

is essential in order to chart a^^rational cpurs^ towards its orbjec- ^ 

tlves. it is imperative t'hat the' oon- formal educational program be 

drawn in the iLght of present conditions and recent trends. This- ' 

involves the assessment of alternatives which require the assessment 

not only of human and financial resoiitjces , but also of politic-al, 

•sociological, and administrative capacity or constraints. Any planner 

who does not give proper v/eight to the whole range* of . constraints .is 

likely lo meet with failure in the.pVocess ^of implementation. Kany 

development plans (education as q parrvof them) have met with failure,' 

not^ because of the lack of- financial anii economic resources but 

because of the lack of political wi 1 1 '\ Success of a plan for non- 

forna 1 .educat ioa requires the involvement of the leaders of the . 

conimunity or political leaders.. Administrative effectiveness to 

carry out the program at its implementation stage i-s similarly fre.- 

quently assumed to exist without careful consideration. . Furtnering 

the progr&*a^equi res proper understanding and acceptance by the 

people or community concerned. , v 

. The greatest difficulties met by planning are socio- * 
\^Bchoiogiqsil resistance/ inertia, lack 6f enthusiasm., * 
rhdkre is, therefore, a developing feeling that educational 
dl arming cannot he effective if teachers, students, and the 
cpminunity at' large are not alway^s better^ informed , and c<?rf- 
, ^ suited. Efficient planning noi^days isSijj esseni^iallg 

democratic process. . \ ^ ' 

• * * • . 

In choosing the best al ternative,' the oyerr id ing %Qncern for 

. • * 

the educational economists is to maxim*iie the benefits from the usetof . 
scarce resources. The facX of scarcity is the heart of eqonomic 
problems. . *•* ' . ^ * ' . 

Edacktional ^onomists have, in ^the way of all economists ^^^^ ^ ^ 
relatively e^Scf point of view. He endeavors to' make the best, 
possible us:7of scanty resources, whether financial or* human. 
The outlook of the pnHlosophers ,. or educationalists — if they * * 
found *thexr inclination^-Jis , of course, k^diamctrxbally opposed,' 
They considerr and righriy too, that educaticfn , ^intellectual 
training, moral instructioii, are t^e rights of ewrv huna^j 
being. This belief consequently leads 'to a -$^2- instrumental 
^ outlook on the educational process. &t the other end of the, ^* 
scale, the economist , by the very natisxe of his profession , 
« mvst cultivate an instrumental outlook.^^^^ 
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Evidently there is a need'fof reconciling these opposing 
views. Subject to ecionomic, social, and poli tica 1 . constraints, a 
mechanisfn of incentives needs to be .developed so that educational 
effort can be directed towards a desired channel. . 

(c) Matching of resources and objectives:^ This, is a very : 
important' step in the planning process and is done through the . 
coefficient of relative effectiveness. .Thi^ me^ns comparing rates af 
return^ or pay-offs on alternative investments. These aVe influenced 
by such factors as the demand for educational products, costs mvolved 
.in providing services, ava ? lab? 1 i ty of capi ta 1 , and the level of 
technology. Earl ier d iscussion has indicated that it is no e^y 
task to match resources with objectives. The difftcul^ty arises - 
\ ^ partly from the prroblem of setting up an efficient order of priorities. 
This arises because of the complex nature of the educational output. 

<d) Implementation of the plar^: Without a clear strategy' for 
imple-nenration, s plan is meaningless since in itself no action is 
produced. Many development plans in which an educational plan is a 
• ^ paVt hcfve not produced 'the desired result simply because the planners 
failed^o make an ''adequate pro^^/^^s4on fof their implementation*',;'^ 
it is easy to say much aboutf what is to be achieved, but difficulty 
ari$es in the means. of attaining the objectives. ' 

(e) Evaluation and review: Since a plan is always future* 
oriented, its course is hardly possible to predjct—hence the need for 
constant review and adjustment and read justmen't .in the light of change - 
in the social dynamics. In' this perspective, non-formal educl^ional 
planning must be a continuous process, with decisions Subject to 
constant review. We have just outlined its broad detail the 
vari,oas "stages'* of the non-formal educational planning in it^ logical* 
se(^uenie/ Sinqe-birth, growth, maturity, and decay of non-formal 
eckicational programs can gb'^on si^cul taneously , aU the "stages" of 
planning are very likely ta go together^ Any particular program in 
non-formal education can contribute in the overall sector planning 
process involving exec^JtJon of a rationaJ system of choices based on 
consi^Jeration of viable alternative investments compiled Wi th -economic 



and social benefits* ^nd coats, a program in the area of nonF-fo.rn;^ 1 

education does not generate" the process, it m^y have relatively' little 

« 

significance for development and change compared to one v^hSch is rein- 
forcing the prpcess of^ change. 

Two Levels, Two Forms, Two Approaches 
So far we have discussed the concept of non-formal educational 
planning and the process it entaiTs. E^uca,tional economists can con- 
ceive of twQ levels, two forms, ancf two approaches^f non-formal 
education. :^ v ^ 

As for levels, we have ajread.y Indicat^ed that planners can 
deal with non-formal educational pl-anning either at macro-level which* 
involves the study of the complete, inte^r^ted system of noA-formal 
education or a part thereof within the overall framework of develop- 
ment' plann ing , or at micro-level involving an analysis of individual 
programs or institutions. In this present 'study we are mainly inter- 
ested in macro-studies of non-'fop'mal educational planning. • , ^ 
As for forms, it may planning br^ direa^ion involving the 
direct ii?tervent ion by the government when the greater part of the 
non-formal . educational activities are in state hands. It may "be -^^ 
planning by inducement involving marginal tnteryention by the govejjfi- 
ment to collect certain imbalances v^ten the greater -part of the^ 
'economy and, for that matter, a greater part of. non-formal educational 
plann ing St i 1 1 remains in private hands. Such planning has to be 
formulated through a process of successTve approximation by means of 
a comparison of resources available and of claims upon these 
resqurces. In such cases it may be necessary to adjust the scale and 
domposi tYon of the non-formal educational programs'to the Hmited 
supply of cert^n specific resources such ^s foreign exchange, 
admini stra t i ve and x^chn ical capab i 1 i tres . , 

As for approache^v^ t may be pJanning of non- formal ^education 
^a^ a sub-sectdr af overall ediliational planning, or we ma'y go ahead, 
with. p4>anninqijj/t non-formal education ais an independent sectary -keepin 



in view bothi[^o?iomic -and social goals. 
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As argued faelow, 1 favor planning of the non-formal educational 
sector in its own right.' Treated as a siA-sector of overall economic 
planning, it becomes merely an extensionof n^npower planning, thereby 
rosing important -control over its potentialities for soc ial change. 
On the other hand, it might be possiblecto realizetwo objectives- 
manpower planning in the narrow serrse and that of influencing social 
change. 

•For the purpose of our analysis we have divided the economic, 
' sy'sten into three broad areas: 

(a) procWctlon areas (e.g., agriculture, business, etc.); 

(b) physical infcastructure (e.g. , water , power, communica- 
tion, etc.); 

(c) social infraStPiiJs.5^ure (e.g., health, labor, education, 
etc.). \% 

Every area of the econom"Svc\(Stenv needs trained and skilled 
manpqwer. For example, agr icul tore , ne^s extension agents, industry 
and bus'rness need'stettogr^phers and acfewitants. 

The models' shown in Figure Ittwi 1^1 1 Tu'strate these two 
approaches. We can have a.situation as inNwodel 1 if we treat planning 
of the non-formal -educational sector as a suVsector which is subservir" 
ent to other- sectors of general ^coRomic planniHg. In this casl, * 
planning implies"^ set of decisions for *f uture a.cVioa to meet the 
ma^ipower ^requirement of othfer sectors of stage 2-t\s planning cannot 
go beyond stage .3 insofar as its direct influence, is. c^jcerned; i.e., 
growth which is the interaction of "stage 2. Th'ls is Sfe^use non-formal 
ed.ucational programs wil J be' des igned only to m^eN the requirements of 
other sectors. .". " ' ' ^ 

But if we make a plan of the non-formal educational sector as\ 
an independent sector»of general planning, then non-formal -educational 
.activittkis-can influence directly the final stage k—a stage of soc4al 
change and development. In such*cases, the non-formal educational 
programs can 'be planned, keeping in view -the sectora I and overall goal- 
of the development .plan. It is possible to conceive that this type 
of fJlanning may influence the direction of social change. Model I 4nd 
Model II are identjbal except for stage k which ha& majJe Model M " 
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Figure lOA. -yon-f orma 1 education seen as dependent sector of nationa 
planning. ^ 
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Model II'* 

Figure lOB. --Non-formal education seen as independent sector cTf 
national planning. 
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comprehens i ve aod global in character^ In the case of Model I, non- 
formal education can play a* passive and indirect role iru^inf luencing 
social change. But i^n the case of Mod^;l II,' the non-formal sector 

planner can act and re-act more actively in the dynamic setting of 
♦ 

growth and developrrient. As such", we are inclined to follow the approach 
suggested by htodel II. 

Since we have made a distinction between growth and development, 
we prefer tp discuss some implications of non-formal education with 
•regard to growth and development. . * • ' 



Growth and Non-Formal .Education 
* * 

Myint has^stat,ed that "balanced growth theory may refer to the 
minimum size of investment programs which are required to start economic 
. development or it may refer to the path of economic development arid the 



^l^-'pattern of investment necessary to.keep the different sectors of the 



economy in a ba lahce.d *way with each other. He distinguished three 
I ' 

related versions of theory: the first version emphasized the con- 

1 6 V ^ • . 

sumer's goods industries;, the second version the technical indivisi- 
bilities in social overhead services in transport, communication 
pdwer , etc. (e.g., physical infrastructure), and the third version 
integrated program on industr iaJ tzat ion (e.g., the big push).'^ With- 
out entering into the controversy betW5aen the baiairced growth and 
unbalanced growth approaches as stressed by Professor Hirschman, 
there seems to^be a consensus among economists, strengthened by 

experiences in some LDCs where "education is now ir\creas ingly regarded 

18 

as the 'missing component' of economic development." Economic 
literature has not developed wall enough to show as to how to strike a 
correct balance between investment . in man and investment in machine, 
between social development and economic development. But to determine 
the scope of "social infrastructure" and its direction is not the job 
of econornists alone; it is essentially the task of social scientists 
of tJifferent disciplines. But there seems to be little or no disagree- 
ment that the growing socfal and economic problem of "educated 
unemployed" in Asian countries Is due to *too much of the Wrong type of 
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human .investment. Even the case for universal priniary educatixDn in LD 
is questionable if its high cost an.d the problems of absorption are 
taken into account. Viewed from this perspective,^ investment in non- 
formal education has advantages over investment in fomal -edocation, 
at least in two ways: Frrsty the product ivj ty of • investment in ndn- 
formal education may be greater due to greater flexibility arnJ 
adaptability of the social and institutional framework, -i^he strategy 
of non-formal education <:an be evolved matching the local- si tuat ions 
and needs. This approach to educational- investment is likely to'' * 
stimubate changes and recept i veness to these changes. 

Seco73(^ non- formal education is perhaps better* sui ted to fill 
up the gaps of "critical skills'* in the cbntext of LDCs. 

It is **good** to have an extensive system of forma.l educati-on. 
But unfortunately, the resources of the poor countries are too limited 
to make massive investmeiYts in educat?on ignoring the claims of other 
sectors. At least in the early phase$ of their development programs, 
LDCs should concentrate investment on noo-formal education and on 
the objectives of functional educatioQ;. *'These efforts are Jess time 
consuming, less costly, and more directly related to manpower require- 
.ments than is a formal . educational system as such, they are likely to 
prove most effective in improving the economic quality of human 
resources.**'^ » x . 

At this. stage, the special characteristics of investment in 
material capital and investment in human capital are exploced^ This 
intuitive distinction may stimulate arguments which may be useful in 
evolving an appropriate investment strategy. A compar i son. i s shown 
on the fallowing page. , 

Physical ii^estment is less complex compared to investroerft in 
man. But non-forma-1 education presents perhaps less complexity corft- 
pared to its counterpart in formal education. 



Development, Modernization, and Non-Formal Education 
We see a very special role of planning for non-formal* educat io 
in the context of broader concept of development. For our purpose, 
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■4 V 

growth is a* part of development. Thus, growth tn GNP or per capita 

inconre or increase in employment may not be an adequate criterion of* 

♦ * 
d(£velopment . ^ While advocating a human resource-approach to the 

development of African nations, Harbison, a leading exponent of man- 
power* plann ing , not'es thSt ''education has other broader purposes than 

20 

human resource development x * ■ 
We should make a distinction between modernization and devel- 
6pment.' To me, development is, the total cumulative effect of 
nodern iz^t ion . Modernization is seen her'e as a process by which social, 
politicj^l, and economic institutions of a given society tend to adapt 

chariging functions and role res.ultJng from change in paradigm. 

21 ' - I'" 

Professor Black observes: "Modernization may be def fned as , the proc- 
ess by which historical ly evolved, institutions are adapted to the 
rapidLl y chang ing functions that reflect the "Unprecedented increase in 
.man*s knowledge, perm i*t ting control over his environment, that accomr 
panied the scientific revolution." Though it is difficult to endorse 
all change as positive, yet both advanced, ^nd LDCs have^accepted 
moflernizat ion in principle as desirable. Education, both formal and 
noTJ^forilTa 1 , can pl.ay a crucial role in* the process of modernization 
even if ec(zhomic^ cons iderat ions are the most important criteria in 
determinrngA the overall degree of modernization in the LDCs . *^nves t- 
ment rn non-Torma4 educatrion at a macro-^lBvel t^nds to generate the 
forces of change which are* likely to inflxience the life styles and 

value systems within a given society. Adam Curie has shown education 

' 22 
as a powerful agent of economic arJa^sociffl change. Thus^ educational 

investment has to be understood in the broad social context. 

For LDCs, it is high time to understand and fully grasp this ♦ 

bro^^.r concept ion^f development . In industrial Western societies. 

Job and job^only is the "key to individual status and participation in 

/ 

the good of society," bu.t in the Ca^e of new nations which are still' 
^traditional, we can perhaps confer social status in a variety of ways. 
This may give meani/ig and satisfaction to the people involved.,. In 
the 1 igKt of . these %oc ial valuer it is very difficult to recommend 
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the Western type of development for the new nations without qualifica- 
tion. Many peopl'e arte rais^in^ fundamental .issues.^ 

Alread^^Xhe wastezulness and resource^hpnger of the Jeading 

• industrialized nations are becoming painfully apparent in the 
problems af pollution, -^eirgy, v^ater and raw materials. Con-i 
sidering that the economic ^well-being of the indus^ialized * 
nations has steadily deoenided upon increasing per-capita con- * 
sumption that' has reache^the^ point where^ plajnn^ obsolescence' 
and fashion changes are 'essential to maintaining the voiSme of 
business, ca« *it seriously be maintained that thfe road to* well- 

* bein^ for the new nations is along this same route?^^ 

Development strategy for the hew nations must come in terms of ^gradual 
reduction and ul timate, el imina/ion of malnutrition, disease, illiterac^^ 
squalor, unemployment, and inequalities* 9 ^ 

The mere increase in GNP will not reduce poverty automatically,. 
and serious efforts are required to reduce /ineqiial i ty. "Let us worry 
about .the cSnten^ of Gf/P even more than its rate of increase. ''^^ 1 . 
Miller notes the folro\^fing four educational implications of any 1 
broader concept*ion; of developmenV : 

1. Education must be less formal: 

2. Educat/on must be freed from sysfem restrictions and 
be developed through a variety of specific projects 
on a smaller %cale; 

♦3. Educational projects must be recognized as experi- 
mental and must'be monltoVed so that- we find out 
^ ^ what works m specific situations; ' " • 

£ducatibn must became more of a service within a com- 
plex of development efforts and less of an instructional 
program for the sake of instruction.^^ 0 



Wrtile we are in general agreement with the author with respect 
to having erH.tifenmental% experimental, and service oriented non-formal 
educational programs within a new. perspect i ve on development, we are " 
hesitant to accept'hid content ion ■ that less formal educational pro- 
grams or non--fol^5nial educational projects, adjusted to local conditions, 
may not^be confined w4^hin tfie requirement of any na*tionaKor other 
widespread systems. Miller seems to neglect the importance 6f 
''systems analysis approach** in education either consciousjy or uncon- 
sciously.^ Non-formal education, fragmented though it may be, must be 
treated as a part of- the total social* pi'cture. Non-fo^mal education 
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must be approached **as a part of a larger system and not as' a* system 
which exists of and for itself." This leads us, then, to 'discuss the 
following aspects of non-formal educational development planning: 
• •* (a) strategy of planning; 

(b) manpower development in non-formal educational plan- 
ning; ^ . 

(c) systems analysis in* rion-forma 1 education. 

Strategy in Planning Non-Formal Education/ 
Non-formal p-lanning is a continuous process. Regardless of the 
state of ' development in a^ given country, a clear strategy is needed to 
direct the course of non-'formal educational development. There cannot 
be one strategy for all countries. * It may differ from country to * 
country depending on the stage of development. But after making a 
survey of the literature it seems to us that it might be possible to 
state a few general principles on the strategy of non-formal educa- 
t i ona 1 adm i n i s t ra t i on : 

(a) principle of ■ need ; 

principle of consistency; 

(c) principle of 'reciprocity; 

(d) principle of efficiency and productivity; 

(e) principle of universality. 

In the first instance, the social a nd^ economic need of * any 
par^ticular community will have a strong bearing on' Its strategy. .Per- 
haps because of the serious scarcity of resources, LDCs may place 
heavy emphasis on job-oriented or service-oriented non-formal educa- 
tional programs s^T'he* essent ial nature of such programs are not 
onVy to match education and v/ork, but also to "help people do things 
for themselves and to assist th^ in tackling immediate problems 
of heal th^,. san i tat ion, etc. .In the broader f ramewor*k of develdpmen^t 
this service-or ienied non-formal educat iort means a type of instruc- 
tion which comes in ara sgecif ic technical problems'are identified. 

*. * 
Education then becomes but one auxiliary serv^ice for people who are 

26 * 

trying to do something for themse^ves.** This, type of emphasis may 

■ 175 ■ • 
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be needed equally in, the case of a rap^idly changing technological 

sodlety such as the U.S. and LDCs. But the dimension of the problems 

may\vary from country to countfy. In *the U.S., for example, training * 

and retraining through non-fprmal education might seem extremely 

helpful in making necessary job adjustments. Thus we see that 

emphasis on non-formal education will depend on **need*' of the societyi 

\ Th5^ second princ^iple is that of consistency. This means not / 

only the internal harmony between objectives and mea^s in achieving 

the objectives but also external consistiency . This question of 

external hanripn^^^ i ses because education as a sector has ^ direct 

bearing on other sectors of the economy. Thus if a company wants 

to retra in the older people through' non-forma 1 educatioh it must take 

tinely action not only to house thena and to train the required 

teachers and to prepare study iriaterials but also ascertain the need 

of the different sectors of the economy. ' In -this sense, ''strategy 

28 

means liaison and harmonization." In formal education, ihis act of 
harmonization is relatively easy compared to non-formal education where 
it IS difficult to offer a clear statement of objectives, especially 
when we are involved in macro-planning. At the p^oject or* program 
level, the object ives pf non-formal .educat ion^are 'much clearer and 
more easily stated and measurable than for formal education. The 
heterogeneity of the former and apparent homogenel ty of the latter 
make quant i f icat iorj.^^nd evaluation of non-ir^ormal ^ducat ion- much 
more difficult at the "macro" or consolidated level. , 

'Third ,\^i^tegy for non-formal education demands the adequate 
pr(pvision — both financial and human — resources for contingencies 
arising out of the implementation of the program. 

Fourth , .a^-^trategy of educational planning should also be 
guided by .the object ive .of efficiency and productivity. The economist's 
concern for this principle sometimes creates misunderstanding between 
educators and economists, misunderstanding which^summed up succinctly: 
"Educators?; be 1 i eve econojnists are too^material istic, particularly 
when economists talk about the efficiency or productivity of education, 
whereas ' ecgnoraist^-^bel i^ve educators are too romantic, .particularly 
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v;hen educators ask for more money." Wheri both educators an^-"^ econo- 
mists sit toge^ier it isr not difficult to' clarify sojne of the main 
issues and misunderstanding^ Perhaps nobodyyiH tolerate/clear\ 
wastage of an educational program arising f rom dupl ication oN^jjul t i- 
plication of efforts, the splitting up of prog^ms into uneconomic 
size. The strict application of economists' i*n^estment criteria (i.e:, 
cost-benefit analysis) in nor>-formal educat yona 1 \investment may have 
a dpubtful validity. There i^ def initely^s scape\for cost analysis 
(i.e., structure of expenditure, the-;i^eta i 1 ed allocation of funcfe', 
etc.) in non-formal ^^i^^^tional planning, ^ut it i a because of acute 
shortage of technical personnel, particularly in LDCs,*that we do not 

suggest the introduction of program and performance budgeting instead 

\ ' ' • 

of conventional item bi^jj^ts itt the area t)f non-formal\ educat ion. * * 
Last, but not M east , is the principle^of yniver^al i t^. This 
implies that in addition to economic factors wherever possible 
sociological, political, and anthropological factors shou\d be ta^ken 
into view in planning for non-formal education. FrofT^ the Viewpoint 
of development economics, the best strategy means an optimal mix of 
several factory in planning for non-formal education as a sector. 
This is likely to ensure political support for the program anovthe 
community involvement in such action. This may mean the sacrifice 
of the principle of ef f ic iency /and productivity to some tolerabl< 
extent,. 

Coombs* suggestion of two principal elements of a positive, 
strategy includes focus on interrelationship between the educational 
system and its environment and stress on educational innovation. \ 
He holds the view that the world educationa-1 ^crisis is born of t'he 
conjunction of, fiv.6 factors:, (a) th^ 'Student flood, (b). acute ^ 
resource scarcities, (c) rising cos*ts per student, (d) unsu i tab i 1 i ty 
of output, arid (e) inertia and inefficiency^ 

Manpower -Development in Non- Formal Educat ional Plann tng 

5 ^ ^ • =2. 

Within the broader concept of development, non-'formal education 
can corjjtribute in a variety of ways. Manpower development, utilization 
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and, maintenance, should be-treated as onevof the facets of the nop- 
formal educational planning. We have alr6ddy noted that the §carQity. 
of cesourees is acute in the case of LDCs, ^ man^wer lievelopc^ent . 
through t he^hj^n- forma 1 education is^pahrtc.ularUy significant , inVoCs. 
Thus,'-job-dr ienfed and service-oriented non-forVia 1 -educat iona 1 
training imply identification of future shortage^ arvd surpluses of 
manpower in each major sector (^f the economy'; and\ the'^ evolving an " 
appropriate strategy of training and retraining thVough. a system of. 
inc^tiyes. Any policy concerning Jncent ives must be treai:ed^as an 
essential component', of the strategy of non-formal- edt/ta't ion^l planning. 

"Wi thout''provrsion..for incentives or attractiveness of training, it 
would be difficult to at^tract the attention bf the people invofved, 
Thi^ is fundamentaj to any society based on private enterprise, 
personal^ freedom, and democratic ideals. , 

.Tor the purpose of proper identification of actual manpower 
needs, a planner requires knowledge of the past, and present, and 
sho.uld be -able to see hoiw the future will differ with respect to the - 
occupational structure of ^he total labor force. There is no hard 
and fast rule with regard to the method of identification of manpower 
needs in a given economy. But in the areas of non-forma-l education we 
clearly see five distinct problems 'of manpower analysis in LDCs. 
They are as foUowS:^ V ^ 

^ (!) statistical data either unava II abl fe*br unreliable;' 

(2) lack of trained local personnsel ; 

(3,) lack of appreciation of the systems analys'is approach 
in educatipn; \ \ 

{k) unantici pat ed.^anjj/non -marginal changes- in manpower 

needs ; , . " " 

(5) lack of recogrrition of 'non-formal educat ion as a way 
of learning.' . - , 

Although the first four problems can also*be related tq forma^* 

educational' planning, the problems are less serious in the case of; 

formal educatidn because it has beeyi fairly wej 1 developed in:LDCs'\>. 

alon§ s^imilar lines to those in the West. Further, the capa<:it^of' 

the Schools, colleges, ancl un i ver^ i t ies are known; and^ob ject i ves 
• ♦ 
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c^n also fee clearly defined. Thus, despite the difficulties; solj/in 

the problem of prospective shrortages and surplu$es becomes ^compara- 

•tiveVy easy in the area of forcTial education. 5rhos , in advanced 

countries, ther^ are sfevera ),'ways one can^ tnake manpower ♦forecasts for 

purpose^ of ascertaiaing needs for ejducation. 

*Th^se include askj.ng*ejnployers'to.e^imatei prospective require- 
mentrs.; extrapc^ating'p^t trends^ in the growjih of the 
prof ession^ and correlating 'Ohe number of employees ^n the 

• ' -occupation with total :amploymeni, population, per-capita or 

» totaT navior^al* incomej pr some ot'h^r such variable , using the 
rtrgression equations ^hus deri\^ed to esti^nate the total stock' 
of onginecus needed as of the' forecast date. This quantity 
IS then compared .with a forecast *of the supply of engineers 
.as c-f^hai date, calculated on the basis of the curr^t stocky 
withdrawals', and inflows from existing eduS^ational dnstitv- 
'tions. Prospective shortages or surpluses are thus identrfzod*^^ 

,So^e of the techn iqu^s can^be used profitably 'in forecasting the man- 
power requ i re55«««^r^'"^om' non"forf:;a 1 education. 

' " ,At this stage this r^anpower requirement approach in non-forfna] 

education has to be .d J st i ngulshed from social demand approach. Social 
• ft . 

dem^nd appf*o^ch is essentially concerned with the concept of education 
• based on the goal of impart jng * some measure of education to all its 
citizens. In LOCs such as India, Pakistan, Bangladesh, and China, this 

approach is gaining popularity s imp ly*r because of the fact that the 

\ * * • . - ^ , * * ■ 

desire for education is constantly increasing. But ti»e problem arises 

becaus^'the avarlable funds for education are becoming relatively 

'scarcer day by day- in these countries, 

* . ^ ^ .Systems Analysis in ijon'Formal Educatitpn * • , ' 

The term ''systems -aTO lysis" Has recently beien widely^ used. 

The metKdd is designed to assist decKsion makers for Fang-term / 

perspective plann4n^. ^Thi concept has been wi del\ used in defense _ 

p.lannin§. It is defined as • \ 

An inquiry to aid* a decision maker to choose a course' of 
action by ^systematically investigating his proper 'obje6tnveSr 
comparing quantitatively whore^ possible ^osts , effectiveness \ 
and risks associated with the ^Itornative policies,, or * 
strategies for achievijig _^them, anU formulating additional 



alternati\^s if ^hose exaramed are found wanzing. St^stems 
analysis' represents an approach to, or ^*ay of looking at, 
^OTrplcx 'Problems of choxce under cer.tainti^l^ 

•A*systen5 approach in non-formal education is neede'd pot only 

for evQlvJrlg. an appropriate strategy^ but also for manpower analysis: 

in non-fornal educational planning. . ■ ^ ' , 

^ Syste-^s analysis, in edycat^ion is essentially concerned with 

total educational effort In a given society. f4on-forraal education, 

a part of the total system of education, cannot and should not ignore 

the role of school s , "urv iver^ i t i es , technical, inst tt^utes, arwi- the 

^ enployrng institutions which nay provide faciJi^ties of training on the 

^ job. The -^ain advantage^ of the systems approach to .education are 

as. fol 10.-.S : . • 

1. to get a totaU picture of derr^and for education in 

' . a given co-n-nunity, thereby enabling tne pJanner for 
non-fornal education to know tfie magnitude of tasks 
- to per for'n^d by the non— forma I educat fona 1 
^ ^ sector. * , 

* # ' ■ . 

2. to know the ^otal supply of educational resburces-- 
• human and financial. ' 

3. 'to identify the. t^tal "manpovver re<^5ii re-rrentB^ 

^.\jto id'entify <he ;otal "absorpt ive capacity" refer/ing 
' to a count-ry's capacity to provide so*me kind of ^eful 
' . * enip toymen t for persons with some educa,tfonal qua'l if i- 

c;at ions"-for:c?^al or non-formai. 
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to establish closer linkages arrK>ng d i f ferent "Jiuman 
"^^^source development agencies, thereby giving an ogpor- - 
tur>sUy for xonstoer ing aHernatives of -training prograns 
^^•?^V^^ether pre-emp}oyf=^ent cra^t training should be 
given jn'a formal technical school or in an employing - 
establishment on the job). , . / 

i 

\o avoi^ dupl:icat io^^ drid- multipfication of educational 
efforts so that, scarce resources can 'be ^used more 
effect ively- and efficKently. ^ . * 

to detect actual and pbtenttal distortion in the sys- 
ten, thereby enabling ♦^he. planner to consider rr^sures 
to rectify the distortion, • * 

\ ^ . . »• • * 

This ssvstexis^ analysis approach in'non-fomal education ts 

highly co-^plex.Xln LOCs this co-nplexity arises partly because of the 

?ry nature of thX problem, pa^t^y<^because'of acute shortages of \ 
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sklMed personnel Jn this'ar^ and- partly because of the lack of 
information and effective cpm-nun icat ion as well as paucity of statis- 
tical data. Also, when non-format education becomes* ''systemat ic** it 
tends also to becope somehow formal. Despite th!s, effort should be ♦ 
made to apply sysitems analysis in non^forfSaXeducat ional planning, 
because'this approach will not only highl igh\ the various areas of 
concern but alio offer dif^'erent al ternat ives- N[his M facilitate, 
the d-ecision-naking pirocess ahd certainly help reduce wastage. 



• • Surrniary and Conclusions 

1. Desp.ite the great' d ivers i ty of forms, planning inpl'ies a 
conSGJOiis effort* xo exploTt the available resources — both human and 
f inancia3--to attain certain rx)re or less specific objectives- The 
degree of specificity frequently leaver tnuch to be desired 

**2i The current interest in non-formal education js essent 
a phenfeei^on of the 1970s. Any def in lotion of fx^h-formal educational 
Planning m\ist have th^ following five dfs&inct 
or expl ici ily • 

^« statenent 



jjectives and prior 



(c) 



\of the'^need' 
, survey t>f^ res 



s both human and f inane 
tching of resqu^^es witli object ives. through* 



pef f ic ients.; 
(d) inplementat ion of the\lan; 

0 a 4co>^^lon for evaluation ^^d feedback 
3* 1>s2j edu\at ienal economist d^rt^once 
forms, . and t«p ^pp^a^hes to* non- formal e^iicat 
economists C55n study nohv^rmal ^ducatio^ 




of two levels. 
As for level 5 J 
ther frorrT-^ macro-level 



.•or frfT' micro- fevel. As f or "^^9<rrrs it nay b^*s3lanning by inducement 
^or by direct ion As, for 'approaches, we ma,y treat iton-fcmnal '^^i^ca^t ion 

within an eS^^patiOT 



as a sector of oVerall society or a subrsector 



secjor . 



IS now inereas 
and developT.ent 



G:;owth and deve1o'p--ent ^are d i st i nc t i^^M^ti t i'es . 
asingly regarded as a vital component^or eciyiOT.^c gro^-iXh 



Edycaj 



But fiwestmeXt in non-formaJ education can have 
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advantages over invest^ient in forfnal education at ieast in tWo ways: 
Finst, it •produces greater flexibility and adaptabi 1 i ty within the 
social and institutional framework; second, it is better suited to 
fill up the gaps of "critical skiHs" needed for development- These 
efforts are lik^y to be "less time consuming and less .costly." 

5. After making a comparative analysis of the characteristics 
of investment in. formal and in non-formal education, it has been 
found that investment in roan through non-formal education is perhaps 
•less complex. The following aspects of non-formal education have 
been d iscussed : 

'(a) strategy planning; 

(b) manpower develobment in non-formal educafional p-lanning; 

(c) systems analysis! in non-formal education. 

* \ ^ 

As for strategy, we fcave developed five general principles of 

strategy as follows: * 

1. principle of needUi.e., establish need or idei%ify 
the area of conc-^ryO ; ' 

2. principle of cons ii^ency (i.e., internal and external 
haVfTony) ; I 

3. ^ principle of reciprocity (i.e., making adequate provi 
^ sion for carry ing' oi^t , act iv i t ies arising out of 

iTHplemenrat ion of tfi^ project); * , 

principle of efficiericy and productivity (i.e., 

avoidance of wastage ^d better utilization of ' ' - 

resources; \ * ^ 

5. principle of universality (i.e.^, taking into considera- 

tion actioFTof sociological, political, and anthropo- 

log ica 1 factors in.additron to economic factors 
wherever possible). 

Manpower development, utilization and mainten'^^e, is treated ' 
as one ofr-the f^tcets of non-formal education. We find five distinct 
proble-Ds of\^npower ana^lysjs in LDCs in the area or non-fqrmal educa- 
tion. They are as follows: 

. . I . lack of i'st ica I data 

2. lack^bf 'trained native personnel; , ' 

3. Jack of /^appreciation of tfie systems approach > in educa- 
tion; 
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h. tjncertainty in ascertaining the manpower need; 

5. lack of recognition of non- formal education as* a mode 
of 1 earning. » « * 

Lastly, we have seen that systems analysis approach in educa- 
tion is concerned with the total educational effort in a given society. 
Non'-formal education ?s seen as a vital *part of the total system of 
education. As such, activity in the area of non-formal education must 



Jc^^into account th^ activities which are going on in formal schools, 
v^jph^ a view to get the advantages as follows: 

1. to get a total picture of demand for education; . 

2. to get a total picture of -supply of educational resources 
--human and finatcia-l; *. ^ , 

3. to identify the total manpower regui rements ;^ 
h/ to establish closer linkages; 

5. to avoid dupl if:at Ion ; ^ * ' ^ • 

6, to detect acttjal and potential distortion^in the system. 
Tak^n all in all, we, see that non-foV^nal education, if 

9\operly planned, can play a. decisive role in human resource develop- 
ment^not only in advanced countr ies , but also in modernizing , 
economies, such as India, Bangladesh; Nigeria, andBraziK Development 
experience has. shown tljat.most of the plans 'in LOCs have failed dqe 
to inadequate implementation. This is a very important lesson for 
those concerned wifh planning the" non-formal Education sector. Non- 
formal e^utalional plan^^ng is in its infancy^ but we see its .great 
4>ros?)ects and poss ibi J i t i'es in the 1970s- ^ ^ ^ 
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CHAPTER VI • 
SUMMARY, AND CONCLUSIONS 

4 

Trends and Issues in the Economics of Non-Formal Education is 
simul taneousJy discrete and continuous. It is ''discrete'* in the sfens'e 
that it comprises distinct sections, each. of which is intended ^o be 
independent of the others with its own objectives and related analy- 
sis. Jt is "cont inuous" in the sense that all sections together • v 
present the reader with an integrated view of the economic aspects of " 
non-'formal education. • 

•This is a descriptive analysis in which I have adopted essen- 
tially^ theoretical and policy approach. The data and sources used, 
are secondary. The underlying hypothesis to be examined is that 
non-formal education can substitute for and/or complement formal edu". 



cation "BoTh in more and 1 ess^developed countries. Chapter il 
demonstrates that non-formal education can be an acceptable alterna- 
tive to foi^mal education. A /theoret'ical framework is developed 
indicating the ^^robl ems' I nvor>ted In investment criteria and the] r .^'^.f 
application to non - forma lljfcd^ Finally, the need for strategy " 

of planning the non - formated ucat ion" sector is discussed. 




L An I ntegratdfiySiunmarv 



9^ 

Norv-formal education. is herfe defined as a ''conscious" effort 
to utilize the e4ucat}onal resources (human and financial) usually 
outside of formal schools lo add to the total learniftg'"^©fiportun 1 1 les 
availab^^ in both "consumpt ion" .and "capital forming" act.ivjH^ in 
a given Ci^rrniunTty* The main f-eatare of non-formal education is the 
learning and. work experience' are closely related so that motivation 
Is maximteed because of thejevident link between learning and reward. 
This is distinguished from learning associated with formal school^. 
This is also distinguished from pre-school , family learning situations 

1.87' 



which maf" be called " Informal" -education along with learning associ--^- 
ated incidentally tvith exposure to the physical and social environment 
One group of educators view| «ducat ion as a lifelong, continue 
ous process, and it follows that non-formal and forma l^educati on mii|t 
co-exist.. Another school advocates "de-School ing^soc iety" or the' 
'abolition of formal feducation. Schools are said to create social 
discrimination and i\equafity, and to require conformity. - Economists 
•can view non-formal eLcation either at the macro^evel involving \ 
the study of. the invigrated system of non-formal education or at.' 
micro-levfel involviiA^^ analysis, of individual programs. " 

thapter II demonstrates that non-formal education cao be an 
effective alternative to fm^ educat ion . A number of rel-ationships.^ 
is considered such as those betvleen cducat ioti, and. employment , between ' 
demand for and ^p^ly of skills/Loth at micro and- macro-level, thi^ " 
demonstrates ma;iy funct ions .for ■ non- forma 1. .educat ion particularly in--'' 
fi n ing many, lacunae" which I have chosen to ca.l I "gaps;'' Cross- • - 
elasticity o^- dei^and is considered which measures the- pr ice^qyant i ty 
re1atij^ship4 .between two products, e.g., the relationship of a rela- 
tive Jchar>ge in the quantity of non-formal education takea to a' 

ive^c^ange in the price of-formaJ education... The demand and 
prYce relationshi-p between formal and non- formal educational output 
re explained. The role" of non-foripal education is considered with 
respect to njne "gaps" aVid i"ts capacity to re(juce them: 

1. -^he job gap between education and. work experience 

resul-ting i n ^ax imi zj ng moti va t ion (i.e., job gap);" 

2. the wastage. ofWe^purces resulting from dropouts by 
providing alt&Anative i ns t i tut ions . of . learn ing (i.e. 

.•efficiency gap) 

^. 3. the pressure on formal schools thereby helping, to 
improve the quality of education (Le., demand and 
•supply gap) . ' 

^. the pressure onlchoofs so that^'they can cope' with the 
tremendoiis grovyth of scKobl -age. populat ion fi.6.^ 
populat ion. gap) ; , ' 

. 5. the. rate of rural enpigration to cities (i.e./waae 

. gap) ; ' ; 
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6*- the social inequality and. d iscr imiiiation in education 
( i'.e. equ ity gap) ; 

7* the r-lg id i ty 'and bureaucrat ic 'arrangement £>f the 

^ schools^ the diverse nature of non-fqrmal education 

' programs tends to be more adaptable to educational 

^ innovation and change (i^e., adaptability gap); 

8. -'*the supervisor *s difficulty in assessing individual per- 
fornjance pn the job since the' worker's skills a,rS 
li*kely to outrun supervisor's (i.e?, evaluation gap); 

^ 9- the expectation gap v/hich is' reflected partly in^ 

m^lgration from rural to ur-ban areas, and the pursuit of 
• education for job? which are hot readily available 
.>Ji.e., expectation gap). 

Thus" the non-forma1 educationaUsector , ff proper planned , 

can offer more than an alternative* By its diversity, non-formal 

educat i'On^.canv be a dynamic factor in manpower devel Ofxnent , utilization' 

and maintenance.. The economic and social theory of non-formal educa- 

ti*on developed here is a fic5t step to ex(5lain the dynamism of- 

non-foi*ma U educat ion in the hope that others may be stimulated to 

further in>/es t igat ion . 

. Uke the output of formal education, the output of non- formal 

education is so, a .compl ex social product. ^In both, there' exists . 

th^ difficulty of separating investment from consumption expenditure. 

But unlike formal schooling, non-for^l education does not generally 

involve a long ,gestat ion period since it produces an output which is 

usualty.task speoific. This mak?»s the analysis a little eas-ier. 

Put the problelm of application of investment cr i ter ia to. education 

is formidable:* The intangibles ^plague us^ But dec i's ions have to be 

made— both v/ith respect to the allocation of resources and' their 

efficient management.- Despite the. d i f f icul t res , cost-benefit analysis 

and cost-effective analysis ai^fe useful in the sense that they bring 

an element of objectivity. Costs are relatively simple to handle, but 

the beaef it ^estimation presents a problem of sef^ious nature. 

^' There is, however^ an increasing awaren^s ^jn>ong economists* 

of the role of -non -forma J education in human resource development * 

vJhich is defined as the process of increasing knowledge apd the \ 

•'critical skrjU** of all the people^in a society for social and • ' ^' 



1-82 



economic development. But a part of the' non-forma 1 education, especiaTl 
■'ten- the- job" training, is explored in'some deta i 1 . Machlup identified 
three types of on-the-job trainjng: (a) on- the*- job training from 
experience, (b) on-the'-job .training under guidance, and (c) off-the- 
job training inside_^the factory. His concept seems to be too narrow 
because he excludes (a) from on-the-job training. Despi t^' certa in 
limitations; Becker's discussion of on-the-job tr.aining (.{..e.', general 
ftraining useful to firms besides those prov id i ng" for it /nd specific 
^training intended for the fi-r/ns provfdirig for it) is very powerful; 
.it may prove^to'Jje a critical breaKthrough .in the development of a . 
useful theory of 6n-"the*job training. ' 

There' is additional S^-scuss-ion of rates of return to nop-"' 
formal education. Little empirical wor-k has been done on th is ,' a I though 
several attempts have been made* to calculate, th^rate of return fro\_ 
formal schooling in the U.S. Both Becker , and lh?^titec:,.s.J;u;iy rates of 
return on investment in on-the-job training and prLi-^e an ilnn^jva t i on- • " ' 
in humanycapital theory by seeking to treat the yiefu^] life*' of the 
investment, as fixed physical assets are treatffS". There are' many 
imperfections in the procedure such as Mincer V^s^ump'ti on of .constant . 
rate of, return to investment Vnd , further, hi s .^a?7w^ 'adjust for 
differences m native ability and home backgrounds j'n h i s^^a^^'ion ' . 
of comparative rates of return. . . \^ 

The appreciation oV ajjpl icat ion of investitient criteria,. " \ ; 
however diff icul t aids in the ef fie lent a 11 oca t ion "and management 
of scarce»reso.urce4.. The final chapter deals with planning. It is 
linked with the preceding discussion because appropr iatse.'invktmeilt 
criteria are extremely important fof p^ianq^erV. The plannii^' of the 
non-form&l educat ion- sector , a cont inuous process , is^ I del liberate 
attempt to utilize the available resources uiual ly 'oWsidl\f\the 
formal school system in order to achi-eve certain .specif ic w^l l-defined 
objectives to include ^fjnal ly a meai^s of evaluation. • For- pTahning 
purposes, i^n-forma\ educat ion is se4n as a vitaj fjart of the total' ' 
/ystem of education so that a- \ijxka^e is estabHshed and waste . , , ' 
^voided. In other words, planners should adopt the "systems atia>ysis 
approach" in eddtational planning. 
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But sector planning also calls for a strategy of pJanning 
which should at least be guided'by the following five principles: • * 

1. principle of need (i.e., establish need or identify 

the areas of concern); . ^ , , 

2. principle of consistency (i.e., maintainTng a balance' 
^ between internal and external harmony); 

1^ 3. principle of reciprocity (j.e^. , making .adequate provi- 
^ * I sioh for carrying out activities arising out of 
*' impl ement^at ion of the project); 

k. principle of efficiency and product ivi ty .( i . e. , avoid- 
ance of waste and ef-ficient utilization of resources); 

'5.., principle of universality ( i , e.^^ talking into conside?ra- \ 
" ^ ' \ tion of sociological, political, and aathropolog ical 

factor^s in addition, to economic factors ^vherev^?/ 
. possiblej.' ^ - ' . • ^ ^ 

Major Conclusions 'and Findings 
1. Both econom.)sts and educators can view non-formal . educat ion 
at either the macro-level or the nitcro-leveK 

• 2. The appeal of Qon-formal education i-s understandably great 
both in more a^d less "developed countries. This appeal has. sol id 
theoretfcal bases, and ^the analysis contr^utes to .devefopi ng an 
economic ^d scTcial xhe'cry-of ^non-formal education-; ^ * , 

3. The sx)bst^*tut^bi Unties and the complementar i ties, betv^jeen 
non-formal and formal education can be explained with the help of 
cross-elasti^^i ty of deman^^ * That, is, when Jion-formal educ^'tii on 'becomes 
a close substitute to formal education so far as the salable skill, in 
the job market is iconcerned , the 4emand.^for non-formal education is 
likely to upv/ith*the increase in the price of 'formal plication. 
Suppose auto mechanics can be trained eitlier. In a formal school or 

in thW neighborhood garage, and they ari^.clbse substitutes, for eacli 

other.) Wl^th the increase iJi the warQes ofjf formal schod'l mechanics, 
' ' ^ ' »»'•. 

ceteris paribus. fe,Wer will be employed. Then the demand for non- 
t ■ ^ - * . • 

forma' 1 educa t ion mecha?) ics-^ends^ to .increase. Th is i ncrease in' demand 
for 'non-form^ l<:ieduCat ion mechanics will Ifead to higher wages. Iti* 
fth.er v/ords/ v/ages to both formal and non-formal €.ducatCon oytputs 
will move in the samo direction if they are sufest ftutes.VThe . 
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reverse is tt?e case ijF they are complement a^=y to each other. If the 
Tioh-forma.l education programs become the complementary source' o£^ 
supply of skill in the job market, the demand for non-formal education 
win increase with the increase in the demand for complementary formal 
education. ' . ' . "* » 

^. If the" factory turns into a classroom (iristead oT the 
classroom into a factory),^ a better • labor and management relationship 
'•'mayetrrerge. The laborers will be. benefited by the greater opportuni- 
• ties to acquire skills necessary for promot-ion or higher salary. 
Management will be l?6nef i ted "by get t i ng more commi tted^labor . This 
may lead to a lowfer labor turnover > 

5.. There are conceptu^^^cpbl ems ' i nvol ved in cost and'benefit 
estimation. There stem's to be little consensus among econonfists. on ■' 
.c'ertain basic issues su'ch as appropriateness of the interest rate to 
.■discount long-term public Hnvestment, ,the length of the obser;s/ation 
peripd.^the appropr Tateness of the tontrol group, and def-ioition of 
SQcial cQsts and ben6fits- (i.e., externalities). The problem is 
further cpmpj.icated* by 'the fact that non-formal education output is 
•a comipLex soc ia N product . Cost-benefit analv^is, tjowever, prbvides 

Of • « ' 

^a\t element of objectivity i.n the decision-making process. ^ 

6. In the case of formal school ingf earning and .learning do 
not^usu^Wy go together, arfd the income stream' is negative during* 
the years of schooling a$ a result of forgone income- and tendl^to ' 
^be posrtive 'during the periods of earning," In tho case bf non-formal 
education,' learning and earning may general 1-y go' together. In-some. 
cases, lea^ni<Vig becomes -una voidab4;e involving no marginal costs.. ^ 
^Even In' the ca$T*of .off^%^ or on-the-job t>atning 

(general and*speci^f ic) , earning andjearning can concejvabhy go 
together, and ttfe income stream may be po^itNe. This is a signSf I- ^ 
<jant d i f f erenfce, 



7.) The differences ^between the^gen'fefal ^nd. specific training • 
on the job are already expl^a^^ped . ^ ^The firms may be encouraged to draw 
up a g^Vieral trafning Itiroligh Fi.scal andxmonetary incen-tives, as. the 
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expenditure on such training (whether or not they" are acjuaUy borne 
by thfe labor force) generates economies external to the firm. 

8. Unlike a dam or steel mill, St is hardly possible to-, 
(^^culate the rate of financial return on a non-fortnal educetional 
project because of the difficulty of jseparat ing social, cultural, 
political, and economic aspects of the non-formal educat ional product^ 
•But if the objectives of a program are defined (if possible, in 
'behavioral terms) and priorities determined, least the first 
requisite for coniputing the rate of return from investment in non- 
formal education has been met. 

9. A plan of the non-formal educational sector may. be 
evolved by a relatively small group of well trained and experienced 
scholars, but its impleirientatjon may require the active invplvement of 
the whole publ ic and private lector as wef 1 as other social and 
economic institutions. lmp5ementatiorC>nust be seen as ah integral 
part of the planning process. , 

^"10. The investment in man through non- formal education pre- 
sents less compl exi ty'^compared to. its counterpart in formal education 
in tfeat its objectives are more 6p^c i f ic and narrower, thus, increasing 
the likelihood of £near»ingfuKeya1uat ion a^nd measurement, " 
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